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The symbol of 


From 1900 to 1937, the car that gave a lift 

to motoring life in America was the Auburn. Because 
it was one of the first to completely enclose the radiator, Auburn 

simply fixed the mount to the chrome strip that was the 

hinge line along the hood. The winged lady or nymph 
flying ahead of the car was designed by Gordon Buehrig. 
This designer was hired just a few years before Auburn’s 
demise to give the car a face-lift in hope of 

boosting sales. 
Founded in 1922, Universal is the 


Pf ig insurance company that has given 
Know a lift to the life insurance 
needs of dealers everywhere and 
their employees. The 


” 
MS Universal world, signifying 
all-around insurance coverage, 
symbol ? 


symbolizes one of the most 
trusted names in the 
motoring world. 


Universal Underwriters Insurance Company 


Since 1922, the authorized 9115 Oak Street, Kansas City, Missouri 64112 
experience. Rie pane eatin ssuriocenpel Please send me a folder about Unicover® the insurance 
confidence in our ability to written for authorized franchised automobile dealers. 
serve his needs fully. 
Titl ES 
UNIVERSAL Name & Title 
UNDERWRITERS Perera ——— 
INSURANCE COMPANY i a 
A member company of the Address 


Lynn Insurance Group 
City State ZIP 
Mr. Dealer: Attach your business card or fill out coupon. 
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E.M. Lynn, President anne 
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Industry news for the automotive executive 


“sumer uncertainty. According 
lich omists at the University of 
{ ar slipping consumer con- 
| cof, indicates declines in the 
tem automobiles and other large 
Scan be expected through the 
ag of 1979 and into early 
N to € U-M researchers went 
het Say, however, there are 
te Ung trends at work in the 
yeh auto sales. Buy-in-advance 
din Ology has greatly di- 
the Shed, they pointed out, but 
: *Vailability of new fuel- 
te “Xt models has caused some 
if, “S© in favorable evaluations 
‘tket conditions for cars. 
ity kk tcl 
TY confidence. Predictions 
uy aS the one above have not 
hin! the confidence of auto 
je -4Cturers. Pontiac, for exam- 
Nea Projecting an 8 percent in- 
Mther In sales of its 1980 models. 
"al tt C. Stempel, Pontiac gen- 
Manager, recently told re- 
“ts at the factory’s annual new 
ng SS preview he expects Pon- 
hy vtles to hit a record 900,000 
hou the model year. That 
d give Pontiac an 8.2 percent 
Nee Of total 1980 industry new 
"ch €s which Detroit expects to 
11 million units. 
Np kk 
) Proof for air standards. William 
fy » ckelshaus now admits that 
ment didn’t have—and still 
1't have—any justification for 
ty Present air quality standards. 
he qcishaus, you may recall, was 
Moe "St boss of the Environmental 
Wh, ction Agency and the man 
i, Set those standards in 1970. 
yt the current standards for 
% XOtive pollutants nine years 
tere d © says, because he was or- 
to do so by the Clean Air Act 
tos hastily rammed through 
Myptess by Senator Edmund 
kie. 
,¢kelshaus says that time has 
Ney, to reassess the need for these 
ite Stringent standards and to 
i, Out what they are doing to 
Country. Since passed, of 
€, the EPA’s and other related 


. 


emissions standards have cost 
American car owners more than 
$10 billion for emission controls. 
In addition, tremendous quan- 
tities of gasoline have been wasted 
because of the regulations. 

“Are the clean air standards 
worth the candle?”’ asks the 
former EPA head. He says he 
doesn’t know and neither does 
anyone else. 

xn 
Major shifts seen in world auto in- 
dustry. Gerald C. Meyers, chair- 
man and chief executive officer of 
American Motors, says interna- 
tional alliances being made today 
(such as the one between AMC 
and Renault) will result in the 
world auto industry becoming 
more competitive and more con- 
centrated. Meyers thinks there 
may be only a dozen independent 
carmakers worldwide by the year 
2.000 instead of the 30 existing to- 


ay. 

The past 20 years have been an 
era when things seemed to be com- 
ing apart—an era of confusion, 
often lacking leadership and direc- 
tion,” says Meyers. ‘But I believe 
that we will be able to look back 
on them as a period of transition in 
which we had to digest changing 
social values and shifting world 
power. I believe that the years of 
uncertainty are beginning to sub- 
side. I expect the 1980s will be 
different—a period of reconstruc- 
tion, of a coming together.” 

xk 
NIASE signs get bigger. In order to 
broaden consumer awareness of 
voluntary mechanic certification, 
the National Institute for Au- 
tomotive Service Excellence has 
increased the size of its official 
outdoor sign to 24x 32 inches 
from the earlier 18 x 24-inch size. 
The new double-sided steel hanger 
sign, with its steel bracket, will be 
brighter in color and much easier 
to read. Many repair establish- 
ments have requested larger signs, 
says NIASE. The new hanger sign 
will cost the same as its smaller 
aluminum predecessor, $25, and 


will include five self-adhering de- 
cals for use on windows and doors. 
va a! 

Foreign car aftermarket. Retail 
sales of import car parts and acces- 
sories in the United States during 
the period between 1977 and 1985 
is expected to total $44.2 billion, 
according to a survey conducted 
by the New York-based research 
firm of Frost & Sullivan, Inc. 

In its analysis of the projected 
import aftermarket, Frost & Sulli- 
van predicts the annual volume 
will rise from the $2.5 billion of 
1977 to $8.2 billion, an increase of 
228 percent or an annual growth 
rate of 15.9 percent for the period. 
All dollar figures are expressed in 
1977 dollars. 

The firm says the term “foreign 
car’ will be revised as more of the 
“first tier’’ cars and their parts— 
Volkswagen, Toyota and 
Datsun—are produced in the 
United States. These makes repre- 
sent about 60 percent of the 
foreign car market here, according 
to Frost & Sullivan, with ‘second 
tier’’ cars—about 24 relatively 
low-registration makes— 
competing for the other 40 per- 
cent. The switch from the import- 
ing of foreign car parts and acces- 
sories to domestic manufacture 
will present an outstanding 
growth opportunity for American 
parts manufacturers, and their 
warehouse distributors, jobbers 
and dealers. 

Even though F&S foresees auto 
dealers gaining a 12.3 percent 
average annual increase in the sale 
of these parts and accessories, it 
predicts the dealers’ share of the 
market will slip from 51.5 percent 
($1.3 billion) to 40 percent ($3.3 
billion). 

xk 
On the beam. Laser beams may 
point the way to more fuel- 
efficient and cleaner auto engines, 
thanks to a pioneering research 
project announced in Great Britian 
by Jaguar Rover Triumph, Ltd. The 
company says it’s using lasers to 
get a better picture of what hap- 
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pens inside an engine’s combus- 
tion chamber while it is running. 
This is the first time lasers have 
been used in this kind of study, ac- 
cording to JRT. The research is 
being done with scientific assis- 
tance from the Harwell Atomic 
Research Establishment which is 
also supplying special equipment. 
tit 
A new era for Mack. Mack Trucks 
has marked its entry into the mid- 
range diesel market with a pre- 
view of five new Mid-Liner trucks. 
The ‘new era” Mid-Liner, man- 
ufactured subject to a combined 
selling agreement with Renault 
Vehicules Industriels, will be 
marketed solely by Mack Trucks, 
Inc. of North America. 
According to Alfred W. Pel- 
letier, chairman and president of 
Mack, ‘‘We expect to have 300 
Mid-Liner dealers signed by the 
end of 1980 with an ultimate goal 
of 500. All company-owned 
facilities will carry the. . . 
medium-duty diesel truck.” 


x**«k 
CORPORATE Renault 
ANNOUNCEMENTS USA is 

being re- 


organized into two separate 
groups: Renault USA Corporate 
Group in Englewood Cliffs, N.J., 
and Renault USA Engineering and 
Planning Group in Detroit. The 
move is being made, says the com- 
pany, ‘to further Renault’s long- 
term efforts in the U.S. and to con- 
tinue to be a direct liaison to 


France with the world’s seventh. 


largest automaker.” 

The Englewood Cliffs group will 
continue to be the chief U.S. 
source on all matters of Renault 
corporate image and communica- 
tion. It will be the direct liaison 
between the American press and 
Renault corporate headquarters in 
France. The Corporate Group also 
will assume administrative 
duties, act as a center for various 
Renault activities and incorporate 
the Renault overseas sales busi- 
ness. 

The Detroit group will be in- 
volved in the development of fu- 
ture Renault models. It will feed 
the factory in France with market- 
ing and technical information and 
work with American Motors on 


One of Mack’s “‘new era’’ Mid-Liner trucks 


product development and the 
Americanization of Renault 
cars; 9) . 

The Du Pont Co. has announced 
it will build a plant for manufac- 
turing automotive finishes on a 
163-acre site just north of Front 
Royal, Va. When completed in 
1981, the facility will produce 
paints for automotive original 
equipment manufacturers and for 
the automotive aftermarket or re- 
finish business. About 300 
employees will be required to op- 
erate the facility... . 

The Prestolite Battery Division 
of Eltra of Canada Ltd. has an- 
nounced a $7 million program to 
expand, modernize and consoli- 
date its Ontario manufacturing 
facilities at Maple. The move was 
necessitated by the recent award- 
ing of a significant portion of the 
Ford Motor Co.’s original equip- 
ment battery business in Canada, 
following earlier acquisitions of 
other major accounts. . . 

x*e* 
PEOPLE Stephen J. Wancik has 
NOTES been appointed manager 
of NADA’s SALES 
TRAK program. In his new posi- 
tion, Wancik will supervise the ac- 
tivities of all SALES TRAK per- 


Stephen 
Wancik 
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- evi bution 4 
of coach sales distribut!© pasne® 


ent 
sonnel as well as the develop® 0" 
and implementation © Re Most 
gram for member-dea’€ the Po” 
recently, Wancik has he ant fo! 
sition of senior cons¥ 
SALES TRAK. . . - ja. bas 
Clement B. Poteluna® ; 
been appointed managyr Amer 
water pollution contr? 
can Motors Corp. - - ° , eymatke 
Dayco Automotive 7 he M 
Co. has appointe He pivat® 
Brager vice president “e0 Pe 
brands, and Watt’, ¢0 
Stubblefield vice pre! 
marketing... . d coat” 
At GMC’s Truck ar ADP 
Division, eleven new Fonsi) 
ments have been made- e j 
Barnes has been appo™ ales ap 
dinator of coach parts wpe 
Richard J. Stys is noW 5°* 1, we" 


as pricing, taking 0? a 
former responsibiliti€S. — pyet" 
for the division: Donal a? 
ler is now the assistant 2 i, J. cH. 
ager in Chicago; Thee igor? 
penter is the general sup pasd C 
sales engineering; a elena. 
Cephus is manager of eapoe”, 
Truck Center in Mi? on 20% 
Marvin D. Feenstra is B0® mby 
manager; Charles L- 
manager of the GMC ¢ 
ter in St. Louis, Michael piel eat 
is manager of the Dallas 2 Pra 
Mauro is manager Of 89°. ee 
sales; Donald A. Rooke! “jo” 


: jStla” nef 
ager of warranty admit? nag 


and Alan W. Tandrup 3° ste! i: | 


of the GMC Truck © 


Cleveland. 
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Today, more than ever, the right mechanical 

Protection plan can help you turn your used car 

lot into a lot more. 

The key is, of course, selling more used vehicles at 

higher grosses while generating customer satis- 

faction. The right repair protection plan can help 

you achieve this. 

THE USED CAR WORKS from MIC, the Insurance 

People from General Motors, is one of the best 

Values in the industry, for both GM dealers and 

their customers. 

There are many reasons why MICs USED CAR 

WORKS is the right plan for you. 

* THE USED CAR WORKS provides the broadest 
Coverages available at a competitive cost. 

* THE USED CAR WORKS offers an outstanding 
service record: fast claims approval and prompt pay- 
Ment, a minimum of red tape and professional sales 


& | @ Urs 


promotion assistance from over 100 field offices. 


- THE USED CAR WORKS backed by the resources 


of MIC.—the Insurance People from General Motors 
—provides dealers with a proven, financially sound 
plan. 


- Now more used cars qualify for THE USED CAR 


Join the GM dealers who are turning their used 
car lots into a lot more by selling THE USED CAR 
WORKS. 

With Motors Insurance Corporation, the Insurance 
People from General Motors, behind you, you'll 

find the used car sales challenge easier and more 
profitable. THE USED CAR WORKS is just wait- 

ing to work for you and your customers. 
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GRUMMAN 
LIGHTENS THE LOAD 
sitcse: FOR THE 1980'S. 


. fot 
grease-fitting® 


Add alum ait: 
for fuel, parts and labor, we’ve designed a new plate rear doors that never sag. Bodies ust nd 
generation of trucks using knowledge gained hardened aluminum plate that wont Clo* 
from Grumman engineering. New Kurbmasters, virtually eliminate body maintenan® are pie 
Kabmasters and Kurbettes are lighter on gasoline, rivetting for strength. Heavy duty hat ce driv? 
lighter on tires, brakes, drivetrains. Yet they’re around. Plus comfort features that redU ou? 
more rugged and haul bigger payloads. fatigue, like a new ventilation system, po! dow’ 

Grumman/Olson trucks were 1,000 pounds and heat absorbing insulation, and roll-up’ ma? 
lighter than comparable steel trucks to begin We still supply spare parts for many Gr pact ® 
with. But in our continuing weight-reduction Olson trucks in operation over 30 year oper? 
program, we've trimmed off hundreds of addi- no other trucks meet the needs of walks t 
tional pounds in building to the 1980's. tors so well for convenience and long li ear 

Rear bumpers on all new Grumman truck Now you know why Grumman is t wine 
bodies, for example, are seller of alu they > + 
aluminum. While as ag Al ag . trucks. And why") igh 
strong as steel, this one = — ; us ‘‘the light ; 
feature alone saves 50 champs.” ok ay 
pounds of deadweight at Grumman nevi 
the extreme back where available with © GM 


it reduces sway and rear 
tire wear. We've saved 
weight on even small 
details. All rear doors 
have aluminum strap 
hinges and they contain 


It t 
Ford, Dodge 94 ov 
chassis. Check the,day: 


chure, call the oe 
office nearest Yo" 


BCE A a et, fae oe aie a 


GRUMMAN/0),.SO\\ 
GRUMMAN ALLIED INDUSTRIES, INC. 600 Old Country Rd., Garden City, New York 11530 
nie 
pnern O25,5427 
3 / Sout’ 6)5 
New York (516) 741-3500 / Pennsylvania (215) 887-5238 / Boston (617) 235 6404 / Mid-Atlantic (301) 879-6826 / North Central (312) 397-2500 / Mid-South (713) 965.9552 ada (41° 
(213) 802-2886 / Pacific Northwest (206) 696-2200 / Southeast (305) 753-2100 / Mid-Central (614) 855-2251 / Southwest(214) 231 7174 / Central Pacific (415) 961-2592 / 
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ONE FINGER! 


The MONROE Prom Cartridge Calculator is simpler, faster, 


, 
y 
ed 

" 
0 


ae Sy 


__ has more features, power and value than any F&I system of its kind. : 
io “can effectively sell financing This Monroe F&I system provides Monroe office or send the coupon. | 
> cance everytime you sell a tremendous flexibility in choosing pay- You'll see how it can improve your e 
itty ® Means every closing can ment plans, insurance options, state F&I performance. 4 
. Nore profit. interest rate CAPS, odd day SS ee RP SE Ce ie re | 3 S 
'0e’'s PROM Cartr idgeCalculator anda whole lot more. There's even a | MONROE, The Calculator Company : if 
me Ssearchingthroughratebooks, special “Lever Principal” that can con- | © Please send me more information on the : : 
lgure work and the chance of | vert a cash payment prospect into a | new Monroe E ROM C artridge Calculator for : ‘ 

‘ the complexities of an auto finance customer. ; emae iaya since Matoeyepreseaticing F 
€al can be handled quickly When it’s not helping you sell auto | all me. f, 

h Sily at the touch of a finger. finance deals the PROM Cartridge | Name : ; 
‘ » PROM Cartridge Calculator Calculator doubles as a general pur- mats | § 
ep € Operator through every facet pose print/ display calculator. And it’s : sail, 7 | i 
Nd, transaction. The large, easy- got all the built-in Value people have Dealership Melotenad | 
ty, “Pha-numeric display tells him come to expect from Monroe since we orm pis te | ‘ 
Lb What to enter and what comes __ invented the first modern calculating | Pee ae y 
».. *tything comes out fast, clear machine 68 years ago. . | | ° 

, trate, Plus, we give youtwothingsnoone | Phone- | i 
Tit’s all done right in front of else can offer. A Monroe Warranty, | MONROE | ‘ 
: mer, building his confidence. | and Monroe Service. Both are con- | | , 
€ customer suddenly shift sidered the best in the business. | THE CALCULATOR COMPANY | . 

he 4 Quick touch of the keys spells For a test drive of the PROM | The American one UTTONWOUSTRES az 07950 | is 
"alternatives. Cartridge Calculator, call your local RE st eau...) , 
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Arkansas 


Automobile 
Dealers Associatio? 
endorses. 

North America? 
Dealer Group 
...over all others’ 


Talk to North American. 
We talk =» . 
your language. 


Some of the leading 

Dealer Associations 

that endorse 

North American 

Dealer Group. 

Arkansas Dealer's Association 
Georgia Dealer's Association 
Kansas Dealer's Association 
Kentucky Dealer's Association 
Maryland Dealer's Association 
Missouri Dealer's Association 
Mississippi Dealer's Association 
Montana Dealer's Association 
New Jersey Dealer's Association 
Niagara Frontier Dealer's Association 
Rochester Dealer's Association 
Volvo Advisory Council 


2012 


Executive offices: 245 Birchwood Avenue, Cranford, New Jersey 07016 ‘ 


“We looked for a warranty 
company that had the 
strength, imagination and 
computer capability to meet 

. the challenge of the next 
decade. The 80’s will be a 
different kind of market for 
our dealers and North 
American has the financial 
resources, ideas and bold 
programs to meet that 
challenge... 

North American’s Profit 
Participation ram gives 
our dealers all the profit 
benefits of an in-house 
program without any of the 
risks. Compared to all 

their competitors, North 
American delivers the best 
independent program for 
both dealers and customers 
and that’s one of the 
reasons why they are the 
largest warranty company in 
the country.” 


James T. Caplinger 
President 

Arkansas Automobile 
Dealers Association 


Tax Brakes 


Plan Your Way To Better Profits 


Irving Blackma” 


very now and then cir- downturn. as soon as possible after the end 
E cumstances cause me to 2. To work out contingency of the month. he 
lay aside my tax tools, plans if profits become unat- 3. Compare—Compare ‘te 

mount the podium, and preach tainable. monthly statements tO ihe 
to my clients. Now is such a Let’s organize your approach projections. The preparer of Y 
time. Business-disrupting regu- for planning in this uncertain statement (whether your © 
lations continue to pour out of | environment. Maybe attitude is troller or CPA) should pig 
Washington; energy remains a the most important element. an analysis of all accounts © 
question mark; inflation pushes Although it may become tough have a significant (you deft 
upward; and recession looms. sledding, remember, out of significant for your sty He: 
Yet, most clients are crying all business turmoil grow the seeds management) difference 
the way to the bank. Profits, in of outstanding profit oppor- tween the projection and act 
general, are up. tunities. Essentially, the word statement. All differences, be 

No, my crystal ball doesn’t planning—as it’s used here— favorable and unfavorab™ 
tell me “when” or even “if” simply means manage your must be analyzed. ee 
some event or combination of business. 4. Act—Take action in th! 
circumstances will cause prof- There are four “must” steps key situations: es 
its to tumble. But experience to profit planning: e Favorable different 
has taught me that tax planning 1. Forecast—Prepare a projec- should be followed up to 4& re 
is most effective when pre- tion for the next full year. Start mine if the projections ye 
ceeded by profit planning. Too at the top with sales and work wrong and must be changed 
many businesspeople have down through cost of sales, if something not predicte ne 
taken their eye off the ball. gross profit, expenses, income the projections is being ia 
They are tax planning without taxes and finally project profit right by a particular employ if 
first profit planning. In view of (or loss). Because of the current department, or operating VU he 
the current circumstances, this uncertainty, you should have the latter has happened, pt ese 
approach can be dangerous to three columns to house your right backs and make sure th 
the economic health of your figures: (1) most likely; (2) best good strokes are continU t0 
business. possible; and (3) worst possible. Even more important, try ie 

Like it or not, each of you Each column will represent a spread these good pract of 
must develop an organized plan possible business scenario. throughout the rest of the 
to deal with every predictable Actually, the preparation of ganization. ces 
scenario for your business in these projections will force you e Unfavorable differe? ut 
your market area. Oh yes, one | to think through each of the must be stopped, of cours® y 
eye must continually scan the | three scenarios. Your mind will they usually signal an un¢®’ 4 
horizon for unpredictable race along with ideas—things to ing cause. Find that caus¢ es: 
events from Washington or be done and so on. That’s good. make the necessary chars 
elsewhere that would cause a Write your thoughts down as Forget your ego. Cut out 
modification or change in plans. they occur. ing” situations like a cancel 
The purpose of the plans are 2. Detail—Prepare detailed e Trends require ski 
twofold: financial statements after every uncovered. Look for them © ey 

1. To maximize opportunities month of actual operations. month. Early action is the cut’ 
that often arise during periods Time is a key element. These to increasing revenues and f& 
of uncertainty and business statements should be prepared ting costs. 


50 
. eman. ns 
These columns are prepared by Blackman, Kallick & Co.., certified public accountants, under the watchful eye of Irving Blackman. Bla¢ km’ te 
attorney and author of Winning The Tax Game, consults with businessmen around the country on the subject of taxes and profitability 
concerning these columns should be addressed to Blackman, Kallick & Co.. 180 N. LaSalle St.. Chic ago, IL 60601 
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. RVIA 
'P’s Louisville ’79 
Ss 17th National 


RV Show 
Nov. 27-30, 1979 


Kentucky Fair and 
Exposition Center 
Louisville, Kentucky 


1979 Tuesday, Nov. 27 through Thursday, 
SHOW Nov. 29 e 9:00 a.m.-5:00 p.m 
HOURS Friday, Nov. 30@ 9:00 a.m.-2:00 p.m 
This year RVIA is staging a national RV 
show that will outstrip all others, and will 
feature a dazzling array of Vans, Low-Profile 
Trans Vans, Trick Trucks and much, much 
more. We have turned the aisles at the 
Kentucky Exposition Center into your 
Pathways to Profits. 150 manufacturers and 
426 supplier exhibits present the new lines of 
Multi-Use and Alternative Fuel Vehicles, 
RVs, supplies and accessories. 


On Monday, November 26, RVIA starts 
things off with the Marketing and Finance 
Forum at the Commonwealth Convention 
Center, Downtown. Subjects like marketing, 
financing in tight money markets, and 
advertising (more bang for the buck) round 
out day one at Louisville. Then, on Tuesday 
through Friday, stroll through more than V2 
million square feet of displays. 


Thursday night for your relaxation and 
enjoyment, we’re throwing a huge party with 
top notch entertainment, great hors 


oF d’oeuvres and dancing till the early hours. 
4 Wy, Exhibit Registration Fees: (Canadian and U.S.) 
Y S &, e RV and Automotive Dealers—Complimentary 
9 oy e Non-Exhibiting Members—$5.00 per person 
“4. yy e Non-Member Manufacturer/Suppliers—$50.00 per person 


Recreation Vehicle Industry Association 
P.O. Box 204, 14650 Lee Road 
Chantilly, VA 22021 

Attn: Dennis Corcoran, National Director, 
Meetings and Shows 


90° 
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65° " 
The ESP Energy Recirculating System gently forces the hee 
down to the floor to keep the thermostat satisfied. Thi He t 
reduces the number of times your furnace is called on fo 
R 
CALL TOLL FREE FOR AS REPORTED IN THE MARCH 1978 AMERICAN TRUCK DEALERS wewsLeTT 


NADA MEMBER PRICE 
800-548-7199 Disperses fume and smoke build-up. 


INDUSTRIAL Keeps merchandise at even required temperature. 


Increases productivity. 


COMMERCIAL Gives building a higher comfort level. 


Helps decrease absenteeism. 


INSTITUTIONAL Improves employer/employee relations. 
Eliminates mist in refrigerated areas. 
RESIDENTIAL Assists air circulation. from 


WRITE: Reduces or eliminates dripping conden 


ceilings (rusting beams, etc.). ea! 
ENERGY SAVING PRODUCTS Fans work tirelessly, 24 hours a day, 12 months of the you" 
P.O. BOX 311 to maintain a constant comfortable environment ' 
BILLINGS, MONTANA 59103 employees. 


IN MONTANA CALL—406-252-0480 Consumes less energy than a 100-watt bulb. 


“4 


Administrative Law Judge Joseph P. Defresne has issued his initial 
decision in the crash parts proceeding, ruling that GM’s refusal to 
sell crash parts directly to anyone other than GM franchised 
dealers is lawful under the antitrust laws and the Federal Trade 
Commission Act. However, Judge Defresne also ruled GM’s pres- 
ent “wholesale compensation” plan violates Section 5 of the Fed- 
' eral Trade Commission Act due to the disfavoring and discrimina- 
q tion in price to independent body shops. 

The ruling comes at the end of a long proceeding that began in 
March of 1976 when the FTC filed a complaint alleging that GM 
engaged in unfair methods of competition by refusing to sell crash 
parts directly to independent body shops and unlawfully combined 
and conspired with franchised dealers to hinder competition in the 
distribution of crash parts. NADA intervened in the proceeding as 
a defendant to protect the interest of dealers. 

The initial decision proposes an order which would require GM 
to submit a new nondiscriminatory plan for distributing crash parts 
within 30 days of the effective date of the order. After the plan is 
approved by the commission, GM would be required to implement 
the plan within 30 days and report yearly for five years on com- 
pliance with the plan. 

The initial decision can be appealed to the full commission by 
the FTC Complaint Counsel, GM or intervenor, NADA. The order 


ALJ rules on GM crash becomes the order of the commission in 90 days if no appeal is 
| Parts distribution system. taken. If an appeal is taken, the order does not become effective 
| until the commission has had an opportunity to consider the mat- 
| ter 


The initial decision contains several rulings and conclusions of 
significance to dealers: 

e The AL] concluded that the relevant product market was new 
GM crash parts and that GM had a monopoly power in the market 
for these parts within the entire United States. However, he ruled 
that this monopoly power was not an illegal monopoly prohibited 
by the antitrust laws. GM had not used any practice which inter- 
fered with “natural economic forces which would otherwise dissi- 
pate this monopoly.” 

e The ALJ also made it clear that, absent any purpose to create 
or maintain a monopoly constituting an unreasonable restraint on 
competition, GM could exercise its own independent choice of the 
parties to whom it sold crash parts. 

e The AL] found that there was no evidence of any agreement, 
tacit or formalized, between GM and its dealers that would restrict 
GM from selling its crash parts to non-dealers. Thus there was no 
“contract, combination or conspiracy’’ in violation of the Sherman 
Anti-Trust Law. 

e Finally, the ALJ found that the present ‘‘wholesale compensa- 
tion plan” violated Section 5 of the Federal Trade Commission Act. 
The AL] found that the record indicated the GM plan resulted in 


Thi. 
his Column is prepared by the Legal Group of the National Automobile Dealers Association For further information or questions concerning the items 
Pearing in this column, write: Legal Briefs. NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102 


. AUTOMOTIVE EXECUTIVE, NOVEMBER, 1979 15 


Legal Briefs— 


dealers, as a class, paying less for parts than independent body 
shops. He also found that the plan discriminated among GM 
dealers. He noted that those dealers who sell crash parts for a make 
of GM automobile other than one for which they are franchised, 
are not eligible for wholesale compensation. 

The ALJ based his ruling on the wholesale compensation plan 
on the broad powers of the commission to declare trade practices 
unfair where those practices conflict with the basic policies under 
lying the Sherman and Clayton Acts, even though the practices 
may not actually violate those laws. 

GM and three U.S. auto manufacturers originally adopted simi 
lar wholesale compensation plans in 1968 in response to pressure 
from the FTC to do something to bring about price parity between 
dealers and independents. 

NADA will monitor further proceedings very closely. NADA 1S 
examining the possibility of appeal and what position should be 
taken should other parties appeal. NADA also will monitor any 
plan proposed by GM to be sure that the interests of dealers are 


protected. 
Toyota dealers secure A certified class of New England Toyota dealers has shown the d 
$7 million attachment United States District Court of Massachusetts sufficient likelihoo 
against distributor. of success on the merits of its Sherman Act claim to entitle it to 9 


attachment of the defendant’s Toyota distributorship, assets 
amounting to $7 million. (Anderson Foreign Motors, Inc, v. NeW 
England Toyota Distributorship, Inc., No. 76-417-G, D. Mass., 
8/29/79). The dealers’ claim is based upon an alleged illegal tie-in 
between the sale of Toyotas by the distributor and the delivery of 
the vehicles by the same distributor at unreasonable prices. 

Prior to May, 1978, the sole distributor of Toyotas in Rhode Is- 
land, Maine, New Hampshire, Vermont and Massachusetts was 
New England Toyota Distributorship, Inc. After that date, Toyota 
Motor Sales, U.S.A., Inc., became the national distributor and fran 
chisor. The past practice of New England Toyota Distributorship, 
Inc., was to subcontract new vehicle transportation and to require 
reimbursement from dealers. Then, in 1972, this policy.was 
changed and the distributor began to charge the delivery prices i0 
question to perform its own transportation services. This policy 
and the resultant prices were objected to by the dealers. 

To prove that they had been charged unreasonable rates, the : 
dealers alleged that the delivery prices dropped when Toyota Mot? 
Sales, U.S.A., Inc., took over. The court ruled that the dealers ha 
shown a likelihood of success on the merits saying, “it appears th4 
NET’s (New England Toyota Distributorship, Inc.) arrangement ° 
requiring delivery service to be purchased when cars are bought 
conforms to the classic model of a tie-in.” Noting that the forum 
state, Massachusetts, permits attachment as a provisional reme¢y 
when there is a likelihood of success on the merits, the court pet 
mits the attachment of $7 million worth of the defendant’s assets 
to secure any eventual recovery which, when trebled per antitrus 
law, could exceed $12 million. This figure is based on a court- 2 
approved formula of the difference between charges under the tw 
delivery plans. : 

A preliminary injunction is delayed in the case so that the p4* 
ties can stipulate to the value of the defendant’s assets and to the 
value of the plaintiffs bond. The bond is required by the federal A 
rules whenever a preliminary injunction is granted. 


ited 
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Voyageur is The Most... 


Our most inexpensive van conversion utilizes 
the most efficient use of space. 


Depending on the customer's application, 

with window van conversion can be ordered 

thah a rear sofa or side-facing dinette 

Sta ngement at no additional charge. Other 

ene features range from the mid-high 

rec ining seats to a convenient 12-volt 
eptacle. 


Contemporary fabric interiors are sporty, 
yet durable. 


C ; . 
all or write for complete dealer information. 


IN/OUJASS INDUSTRIES Inc. 


p 
Oo. B 
©x 366 Cassopolis, MI 49031 All states except Michigan: 800-253-2060 * 800-253-2069 Michigan only: 800-632-2059 


If you think your 
auto finance program 
IS competitive... 


_ LOANPOWER is probably the most 
Important financial instrument to be developed 
Over the last decade. It is going to have a pro- 
Ound effect on the way cars are sold and 
ced. 
__ As prices go up, it’s becoming increas- 
ingly inconvenient for many people to meet the 
Tequirement for the traditional down payment. 
That’s where LOANPOWER comes in: 
as the lender you can now accept as little as 5% 
lown payment on your car loans — with protec- 
fon against financial liability. 


What is LOANPOWER? 
LOANPOWER is an exciting new market- 
Ihg tool that provides protection against 
defaults on all car loans contracted through this 
Program. 

The borrower pays the cost of LOAN- 
POWER, usually by including it as part of his 
Monthly payments. 

And now that low down payments are 
Possible, you can see why LOANPOWER is 
the most important new idea in auto financing 
Since the introduction of the lease. 

There’s alot more to LOANPOWER than 
€xcellent benefits which provide lender 
Protection — LOANPOWER is a program 
your customer can easily understand. And he'll 
quickly relate to the strong financial leverage 

e gets. 


“Complete details available upon request. 


..we guarantee it isnt. 


LOANPOWER gives you the 
competitive edge. 

Once auto dealers become aware of the 
tremendous potential of this program as a 
sales tool, they'll be eager to guide their 
indirect loans through your bank. 

And, since LOANPOWER will bring you 
a lot of new auto loan customers, you can 
expect them to take advantage of your other 
banking services, too. 


Protected profits. 

LOANPOWER provides security against 
covered defaults.* 

Put simply, the lender is protected for 
either unpaid principal or accrued interest nght 
up to the date of settlement. 

And, if a default occurs, we handle all the 
paperwork, costs, and physical repossession 
... actually reducing labor requirements. 


A sound program backed by years 
of experience. 

LOANPOWER was developed through 
the combined efforts of three national com- 
panies: Midland Insurance Company, Frank 
B. Hall and Company, and the Credit Protec- 
tion Insurance Agency, Inc. All three possess 
in-depth understanding and experience in the 
automotive and financial industries. 

We welcome the opportunity for you to 
examine this viable new vehicle loan program. 
To put LOAANPOWER to work for you, contact: 


LOANPOWER 


Credit Protection Insurance Agency, Inc. 
7619 East Greenway Road 
P.O. Box 1648 
Scottsdale, Arizona 85260 
Toll Free (800) 528-3155 
Arizona only (800) 352-7330 


Investing In ‘Recon’ 


e have attended a 
couple of independent 
state association 


meetings this fall and from 
them we have gathered some 
ideas for AE articles. We plan to 
write a feature story on Mary- 
land’s “implied warranty law” 
and we have arranged for an 
interview with Shirlie Slack, 
president of VIADA and an out- 
standing reconditioner and 
wholesaler. 

Speaking of reconditioning, 
never have we heard so much 
about the importance of the 
condition of the used car as an 
aid in its sale and increased prof- 
itability. It appears the cost of 
reconditioning is a profit-pro- 
ducing investment of 
significance. Just a couple of 
comments on this topic. Steal- 
ing copy from Ford Used Vehi- 
cle News and Views, we have 
this from Ray Battenfield, UCM 
of Kimnach Ford in Norfolk, 
VA., ‘We have three full-time 
mechanics that work on used 
cars exclusively, and we have an 
exceptionally good detail man. I 
don’t know what I’d do without 
him. We spend an average of 
$250 per car on reconditioning, 
and take two days to get a car 
ready.” 

Ray further observes that one 
must use some judgment as to 
the type of cars subjected to re- 
conditioning—don’t put more 
in it than you can reasonably 
expect to get out. 

There are two reasons why 
Kimnach supports a recondi- 
tioning program of this type. 
First, it helps to satisfy the cus- 
tomers and this is what any 
dealer must do who plans to be 
around for a while. Second, the 
used cars offered for sale in Vir- 
ginia must meet the state stan- 


dards and pass an inspection. 
Reconditioning is a part of the 
program, if one is to approach it 
intelligently. 

How do the independents 
look upon reconditioning? We 
all know everyone wants to buy 
(and sell) clean cars, but how do 
they get that way? While we are 
in Virginia, let us drive down 
the road a piece to Richmond 
and spend some time with Bill 
Parrish, president of McGuire 
Motors. 

Bill is another advocate of re- 
conditioning. ‘(We never take 
short-cuts in reconditioning our 
units,” he says. ‘‘We use no 
re-cap tires. We use only first- 
line batteries and best quality 
oil. We'll spend as much as $300 
alone to overhaul a transmis- 
sion.”’ 

Parrish goes perhaps a step 
further than many others. He 
makes a point of informing the 
customer as to the car’s history 
to the extent possible. If he 
knows the former owner, he 
will provide the customer with 
that information. If the car was 
obtained from another dealer, 
he will tell the customer where 
the car came from. McGuire 
Motors deals in clean merchan- 
dise and this means it has to do 
considerable recondition- 
ing. . . youjust don’t find that 
many clean cars without a 
home. (Editor’s note: The mate- 
rial regarding McGuire Motors 
was also obtained from Ford’s 
Used Car News and Views.) 

Quite by chance, another 
point was raised at one of the 
meetings we attended. With 
cars being down-sized and en- 
gines becoming less power- 
ful—and, we presume, a similar 
decrease in the muscle of 
transmissions—what are we 


———rn0 ; 
James “Harry” Lawren 


going to use for tow vehicles’ 
Americans are still buy!® 
travel trailers and boats and on 
can honestly question the 4 
ity of the cars of tomorrow h 
the job. I do not know mur. 
about travel trailers, but I ees 
lack of interest in trailet@ ; 
boats. In fact, with the shortaé® 
of wet slips and the evel? - 
creasing cost of keeping 4 ae 
in the water, the trailerable b® ‘ 
becomes more and more pr4®"_ 
cal. It is no big thing to see ‘ 
footers being towed and hae. 
bigger boats have been desler 
to be trailered. But comm 
sense tells us that very feW a 
the new generation of auto™ 
biles will have the capacity 
pull a real load. A few weeks 1, 
I watched in horror as the fe!?° s 
using the ramp next t? 
blasted his little import at jish 
throttle as he pulled a small W 
boat out of the water. ae 
many times will that litt” 
transmission absorb pun! 
ment like that? ig” 
So you say, “Buy a truch 
How many people are goin 
the additional expense 0 jer a 
ing a truck just to pull a tra! 
few times a year? But, 4 
dealer observed, there is a Fig 
a solution: sell those 
old cars. 
Well, it is worth som 
thought. If a family does wo 
requirement to pull a ee 
and if the new car of their ee 
erence simply cannot do the!” 4 
it is conceivable their s¢° 
car might serve a dual pu 
Quite frequently second 
those which are left at h? ‘ 
are not driven many miles 
the course of a year and fuel ¢ 
is not a major factor. If this 


e t0 
the case, it would make se™® 


a 

_ . ‘ ; a . >fficl4 

The Used Car column is prepared exclusively for automotive executive by James H. “Harry” Lawrence, editor of the NADA off ive 
Used Car Guide. All comments or questions pertaining to these columns should be mailed to; “Used Cars,” automotive ex® 

magazine, 8400 Westpark Dr., McLean, VA 22102. 


have the second car of a type 
that could handle the towed ve- 
icle. An enterprising dealer 
Might go so far as to arrange for 
itch installation and, when re- 
quired, provision for additional 
Cooling of the transmission 
luid. Those older heavies, 
Many of which are going beg- 
Sing, may have something to 
Offer which you cannot go and 
uy anymore. Just for kicks, 
take a look at what is under the 
0od of the new “big cars.”’ 
Since this is one of those all- 
OVer-the lot columns, isn’t it 


funny how a car which “failed”’ 
as a production car can emerge 
as a collectible. I recall my 
shock when I first saw the 1971 
Riviera. Now, I wouldn’t mind 
having a nice one. I followed 
one on the highway the other 
day, it was obviously in the pro- 
cess of being reconditioned. . . 
it looked nice, really nice. I also 
recall, a few years back, when a 
friend all but begged me to take 
his Lincoln Mark II for less than 
$2,000, assuring me “it would 
be worth something some day.” 
He was right. 


don't Believe us. 
Ask your Competition! 


E&G Classics is the nation’s 
largest manufacturer of distinc- 


INCREASE 
PROFITS 


tive, top quality, chrome grilles 
and styling accessories for 
American automobiles. Custom 
styling packages sold as dealer in- 
stalled options sell cars and in- 
crease YOUR profit. Ask your 
competition, they know. Then call 
us for the location of the E&G 
distributor near you. 


The Recognized 
Authority on 
Used Car Values 


NADA 


OFFICIAL 


Attention Distributors: A few select 
marketing areas are still available. Call 
or write John Wood, Dept. AE 


[B85 CLASSICS, INC. 


8909 McGaw Court, Columbia, 
Md. 21045 (301) 992-4900 


It's the top salesman, with its accurate, 
profitable value figures. And the best 
seller, more than 300,000 copies a month 
are produced and mailed. 


In today’s highly uncertain market the 
authoritative NADA Used Car Guide is an 
essential aid to everyone with a business 
interest in the used car. 


IF YOU CAN AFFORD 
TO PASS UP A SALE— 
DON’T READ ANY FURTHER 


Average Trade-In Average Retail 
Average Loan Insurance Symbols 
Major Specifications and Scale Drawings 
for Easy Identification 
Trucks up to 26,000 GVW 
A Regional Edition for Your Market 
é 12 Issues a Year Every 30 Days 


$19 a Year 


Quantity Rates in Order Coupon 


NATIONAL AUTOMOBILE DEALERS 
USED CAR GUIDE COMPANY 


“AN EXPERIENCE WITH 
JOE GIRARD” 


Six (6) cassette tapes which capture the 
World's Greatest Salesman at his very 
best. 

Joe candidly relays the techniques that 


SUBSCRIPTION ORDER FORM 


National Automobile Dealers Used Car Guide Co. 
8400 Westpark Drive, McLean, Virginia 22102 


made him successful and how these same 


1 Sub. $19.00 each ideas & motives can help you sell better. 
Please enter our order for .. . New CO Additional 2-4 Subs 18.00 each ; PY : seer 
© yearly subscriptions to the NADA OFFICIAL 5-9 Subs 17.00 each lf you are serious about the selling profes- 
USED CAR GUIDE — Regular 30-Day Service. ee Subs pote sion, this dynamic presentation is a must 
© Remittance enclosed © Will remit on receipt of 50-99 Subs 13.50 each for you. 
© Will remit on receipt of invoice 100 & up 12.50 each You can gain experience from the World's 


Greatest Salesman for only $75.00, which 
includes postage and handling. 
Send check or money order to: 


Name ——_____-» angsaPimCSSCSCSC~S;~;73;73737«;( 
Make of Car Handled —__ 


ae eee nee 


aceite eve ree 


p77 


Street ——__——————————— PO: Bom GIRARD PRODUCTIONS 
City State Zip Code No. , BOX 358 
oo ” EAST DETROIT, MICH. 48021 
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Auction Block) 


22 


Our Industry’s ‘Stock Exchange’ 


he National Auto Auc- 

tion Association’s annual 

convention was com- 
pleted October 7 in Dearborn, 
Mich. One of the highlights was 
Sam Gelt (NAAA president for 
1978-79) turning over the presi- 
dency to Frank Hildreth (of 
Lenoir City Auto Auction in 
Lenoir City, Tenn.). Hildreth 
will serve as NAAA president 
until next year’s convention. 
Also, Bob Gentle, owner of 
Metro Auto Auction of Kansas 
City, assumed the post of vice 
president. 

Although final figures 
weren’t available at deadline, 
the association reports a record 
attendance at the convention. 
Pre-registrations totaled 469. 

New Orleans was selected as 
the NAAA’s convention site for 
1980. 

In conversations with many 
of the auction owners there, a 
mood of optimism seemed to 
prevail: That’s because, con- 
ventioneers pointed out, the 
market has strengthened over 
the past six weeks—especially 
where the larger late model cars 
are concerned. Those at the 
Dearborn meeting seemed to 
feel the auction market will 
maintain this activity up at 
least to the start of the holiday 
period. 

eM 

One of the most interesting 
automobile markets in the 
U.S.A. is the Sand Mountain 
area in Marshall County, Ala- 
bama, with the city of Boaz as 
its hub. This area is known as 
the ‘‘Used Car Center of the 
South.” It has 268 licensed au- 
tomobile dealers—a large 


majority of which are indepen- 
dent wholesalers. As you drive 
from Huntsville (the most con- 
venient air terminal to the area) 
on Route 431 to Boaz, the high- 
way seems to be lined with auto 
repair and reconditioning 
shops. There are over 100 of 
these independently owned 
recon businesses. 

Situated in the middle of this 
“center” is the Sand Mountain 
Auto Auction owned by Mar- 
jorie Cherry. The auction will 
be holding a double celebration 
this month: 21 years in the auc- 
tion business and the first an- 
niversary in its new full-service 
facilities. 

Sand Mountain, as far as I 
know, is probably the only auc- 
tion which owns and provides 
vehicle transportation service 
to its dealer customers. It’s fully 
insured and has Interstate 
Commerce Commission au- 
thority to pick up and deliver in 
19 states. 

Sand Mountain Auto Auc- 
tion’s address is: U.S. Highway 
431, P.O. Drawer 638, Boaz, AL 
35957. Sale day is Wednesday at 
11 a.m. Telephone number, 
(205) 593-4293. 

x** 

There seem to be auto auc- 
tions popping up all over the 
country. Some are new and 
others are known only locally. I 
found out about Abilene Auto 
Auction in Abilene, Texas, be- 
cause the folks there wrote in 
for a Used Car Guide subscrip- 
tion. I called and found out that 
Dale Townsend bought Abilene 
AA approximately a year and- 
a-half ago. He operates a Friday 
sale starting at 1 p.m. Tele- 


George Basel 


phone number is (915) 679 . 
8129. . 
xk f } 
Don Rogers, owner 9 
Montpelier Auto Auction ga¥&— 
one of his supervisors, Ire?) 
Stahl, a raise on a Tuesday 4° 
on the following Thursday $ a 
won the jackpot in the Mich! - 
gan lottery’s Home Run Gral® 
Prize. We don’t know how 
much her raise was, but Wo 
doubt it comes anywhere neat 
the $500,000 she won in the lot 
tery. | 
xk 
In a continuing effort t- 
provide the best possible service 
to every dealer, Jake Hershey? 
Pennsylvania Auto Dealers EX 
change (PADE) in York, Pa., has 
just completed an extensive! 
toration of his administratl¥® 
facilities. PADE celebrated 18 
22nd anniversary and the gta 
opening of its new facilities 14° 
month, October 10 and 17, 
spectively. | 


x~** 

As I’ve mentioned befor 
there are about 115 auto auctiO® 
members in the National AU 
Auction Association. ‘ 
NADA Used Car Guide Co., fot 
the past three years, has cone 
piled a listing of auto auction 
which totals more than 200 4? 
is still growing. This listing * 
published as the NADA N@ 
tional Auto Auction Directory’ 
It’s available on request for °~” 
It’s updated every year. 


x** 


Is your used car lot attuned « 
today’s marketing conditio™ 
If not, use the auto auctions A 
make the proper switch. 


P ions 
Auction Block is prepared exclusively for automotive executive by George Basel of the NADA Official Used Car Guide. All comments or quées# 
pertaining to these columns should be mailed to: George Basel, automotive executive magazine, 8400 Westpark, Dr., McLean, VA 22102. 
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Why Oakleaf is the” 1 
F&I computer for you 


Fastest fastest printing speed 


of any F&I computer. 


© 
Easiest tne oakiear sx-330 is 
the easiest full-service F&I computer 
to learn how to operate...it’s the 
easiest to use, too. 


Only dealership 
F&I computer .:. 


Oakleaf SX-330 is the only computer 
Specifically designed for automotive 
dealership F&I. No wonder it’s #1! 


e 
One unit a single, beautiful 


unit does everything you need for 
increased F&I profits. 


ONE SOULCE oaklear takes: 


responsibility for manufacture and 
programming and maintenance. 
You are not thrown to the mercy 
of vendors. 


Most reliable completely 


solid state. The Oakleaf SX-330 is the 
most reliable of all F&I computers. 


Call or write Barbara Porter, National Marketing Department, (213) 

989-5989, for more information on how the Oakleaf SX-330 will create 
ra J Aesocsate an F&I profit center in your dealership. 

on Titus Street Or send this coupon today. 

“anorama C ity, CA 91402 


| Your name — : Dealership 
Nterested in a career with 


Address 


Nities are still available in some 
“reas. Contact Nat’l Market- 
ing V P. > orpors ate Office Ss. otate — TT te Tele phone -~ 


) Vakleaf? Marke ting opportu- 
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~ WHAT SELLS CARS 
WON'T SELL PARTS. 


PROBLEM: 


An automobile dealership has 
always had its elements of risk 
because of its sensitivity to ups and 
downs in the economy. 

Today, as the "70s wind down, the 
situation is even more complicated 
than usual. Between mileage regula- 
tions and recalls, customer dissatisfac- 
tion and inflation, fuel uncertainties 


and recession talk, the profit squeeze is 
really on. 

Which means that management 
has more and harder decisions to 
make, to fine-tune the organization for 
maximum yield. 

Fortunately, many of the dealers’ 
problems—like losing 50% of all walk- 
in sales, ending up with unbalanced 
service department schedules and 
slow-moving parts inventory—have 
communications solutions. And all 
over the nation there are Bell Account 
Executives to supply those solutions. 


SOLUTION: 


A Bell System team of auto 
industry specialists has worked out 
solutions to the most prevalent prob- 
lems, based on the fact that a dealer- 
ship is comprised of three profit 


centers—sales, service and parts. Each 


requires its own managerial approach, 
yet all are responsive to sound mar- 
keting techniques, particularly those 
involving improved communications. 

During the past year many 
dealers, working with Bell System 
Account Executives, have successfully 
used programs based on the team’s 
findings. 

Hillcrest Lincoln-Mercury in 
Kansas City, Missouri, upped mainte- 
nance volume 12%. Chuck Hutton 
Chevrolet in Memphis, Tennessee, has 
doubled parts sales during 22 years in 
the program. Leroy Cannon Volks- 


Your service 
schedules 
can be 
expedited 
using a 


Dataspeed “ 
40 terminal. 
orca 
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wagen-AMC-Jeep 
in Greenville, South Carolina, has 
increased fleet sales and upped parts 
sales 5—10% each year. 

If you haven't talked with your 
problem-solving Bell Account Execu- 
tive lately, you’re missing something. 


The system is the solution. 


©) Bell System 
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_Is The Vault Door 
Clanging Shut?? 


The doom and gloom merchants are at it again, 
sounding the death knell for people in the 

automotive retail industry. The latest scenario 
calls for slow strangulation by tightening credit 
lines. Could they be right this time? 


hose of us old enough to re- 

member the golden days of 

radio undoubtedly will re- 
call the macabre favorite of the 
airways, “Inner Sanctum Mys- 
teries’’. It was the one on which a 
sinister host named Raymond 
started off each week’s episode by 
opening up a squeaking door and 
inviting us into the inner sanctum 
where all sorts of horrifying things 
took place. 

Now, there’s a new version of 
that memorable old program com- 
ing to us. This one, however, 
doesn’t originate in the studios of 
the Blue Network nor does it 
tingle the imagination of a rapt lis- 
tening audience beside Atwater- 
Kent radios. Our modern horror 
show plays directly from the ivory 
towers of the news media and the 
economic community and it’s 
raising goose pimples on members 
of the business world—automo- 
tive dealers in particular. 

The new script also calls for a 


By Sam E. Polson 


different set of sound effects. In- 
stead of the raspy hinges of the 
inner sanctum door being pushed 
opened, we now hear the diaboli- 
cal sound of a heavy vault door 
clanging shut. It’s the sound of 
dealers and their customers being 
locked out of the mainstream of 
money sources normally used for 
the wholesale and retail financing 
of cars. It’s the terrifying sound of a 
full-blown credit crunch. 

As might be expected, the 
people bringing us this latter-day 
“Inner Sanctum” are the same 
gloom merchants who have been 
posting premature industry 
obituary notices all along. But this 
time, they say, the drying up of 
auto credit sources might very 
well be the ghost that sounds the 
death knell for many in the car- 
selling business. Could they be 
right? 

Lord knows, the situation is no 
laughing matter. Any dealer will 
tell you escalating inflation and 
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interest rates have certainly t10" 
bled the wholesale and ret?” 
credit waters. And recent mov 
by the Federal Reserve Boar 
while they may be the to¥?, 
medicine needed to cool wi 
economy, won’t make the ae 
credit picture any easier—at °* 
in the near-term. These move’ / 
course, are the Fed’s raising 9 
discount rate and its additio” 
bank reserve requirements. as 

But do these current proble. 
portend insurmountable obstac 
for automotive dealers? Is ‘nu! 
vault door, indeed, clanging * if” 
on us? And can our industry ane 
vive one more “ghost” oD 
scene? 

With these questions in ™ w 
automotive executive sought “fo! 
veterans of the financial secto’, at 
their views on the situation. ws 
we found is this: an accurate * | 
sessment is, at best, difficult. 7 
expert opinion varies—and sone 
times conflicts—depending 0” ' 


te 


Particular segment of the financial 
re a spokesman belongs. Add to 
lat problems peculiar to specific 
(“ographic regions and the picture 
“Comes even more hazy. 
ne reason for such uncertainty 
» that ‘we've never been here be- 
May As G. Thomas Patton, Jr., 
ceputive vice president at Gen- 
ts al Motors Acceptance Corp., put 
' ‘I think, traditionally, we’re in 
Ncharted waters. . . the prime 
4S never been this high before. 
them our own point of view, | 
tiga we're in a very strange situa- 
“DX unlike any other we've ever 
*Perienced at times of high inter- 
‘trates. That is, there is plenty of 
ney available.” 
the ny Survey of credit relative to 
— auto retail industry must, of 
en begin with banking. Ac- 
sta tg to Federal Reserve System 
holgttcs commercial banks were 
oUt Ing nearly 60 percent of all 
lo Standing auto paper at year-end 
78. Of the total $102.5 billion 


outstanding, direct bank loans to 
consumers for auto purchases ac- 
counted for $26.7 billion or 26 per- 
cent of the total. Indirect auto 
loans—paper purchased from 
dealers and other sources— 
accounted for an even larger share: 
$33.9 billion or 33 percent. 

In addition, the growth of auto- 
mobile installment credit ex- 
tended by banks has been climbing 
dramatically. Bank auto lending 
has more than tripled over the past 
10 years, jumping from $19.5 bil- 
lion to $60.6 billion last year. 

But that was in 1978. Under 
present conditions, are banks 
thinking about. drawing in their 
horns as far as auto financing is 
concerned? We spot checked with 
bankers around the nation for 
their opinions and found the bank- 
ing industry is still solidly behind 
the auto business. It’s evident, 
however, that local conditions are 
playing a big part in the degree of 
enthusiasm with which banks are 


embracing auto loan applications. 

William O. Bland, senior vice 
president of the Wachovia Bank in 
Winston-Salem, N.C., is a definite 
proponent of the car financing 
business. ‘The auto retail indus- 
try plays a very big part in our 
bank’s total portfolio,” said Bland, 
“and I think the feeling here— 
although there are some problems 
today—is that things probably 
aren't as bad as they might be per- 
ceived by some. I think there will 
be a recovery. We have no inten- 
tion of getting out of this (auto 
financing) business. We feel pretty 
good about it.’’ 

Across the continent, giant 
Bank of America recently showed 
its regard for automobile business 
when it lowered interest rates fora 
60-day period (September 15 to 
November 15) to help stimulate 
lagging sales of 1979 models in 
California showrooms. The rate 
reduction is being limited to 1979 
models in hopes of alleviating 
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record-high inventories. 

We asked Richard D. Perry, 
BofA vice president and head of 
the bank’s Consumer Loan Ser- 
vices, what prompted his firm to 
initiate such an unusual banking 
program. 

‘There were a couple of reasons 
that caused us to take this action,” 
Perry told us, “but to understand 
our motivation, you have to go 
back intime. . .”’ Perry harkened 
back to early August when Bank of 
America found inventory levels of 
the dealers it finances were at his- 
torically high levels—and had 
been at high levels for about nine 
months. Additionally, Perry said, 
the bank conducted surveys in its 
market area and found something 
“very surprising”. 

“Up until that point, we be- 
lieved there was just a slow-down 
in the sale of big cars,’’ Perry said, 
‘but what we discovered was that 
there was a general slow- 
down. . . That may not have 
been a revelation to the auto in- 
dustry, but it certainly was to us! It 
seemed to tell us there was a com- 
pounding problem out there that 
needed to be addressed.” 

The biggest problem BofA dis- 
covered was a dwindling amount 
of floor traffic at dealerships. It 
was this trickle of potential car 
buyers the bank hopes it’s increas- 
ing with the lowered interest 
rates. 

‘‘Selfishly, we thought this 
could help the dealer,” Perry ex- 
plained, ‘‘who would in turn help 
us with this heavy carryover prob- 
lem. Then, obviously, we’re in the 
market to make loans... If 
dealers don’t sell cars, we don’t 
make loans—neither on a direct 
basis nor on the purchase of paper 
from dealers. 

‘‘When you add that to the fact 
we also have a sizeable investment 
in the industry, vis a vis capital 
loans, real estate loans, lease lines, 
wholesale lines of credit and paper 
purchasing, we thought it was in 
everyone’s best interests if we 
tried to do something that would 
help stimulate traffic in the show- 
rooms and, ultimately, help with 
sales.” 

Can dealers around the country 
expect to see banks in their respec- 
tive regions offering programs 
similar to the one BofA initiated 
for its dealers in California? It’s 
not likely. 


“T don’t think so at all,’’ J. 
Donald Saul, vice president of the 
First National Bank of Cincinnati, 
told automotive executive. ‘‘They 
(Bank of America) happen to be the 
largest financial institution in the 
world and they do have a certain 
segment of that business they 
want to continue to maintain out 
there. It’s a very nice program, but 
I don’t think there are very many 
banks that enjoy that position.” 

By virtue of his status as chair- 
man of the American Bankers As- 
sociation’s Installment Credit 
Division, Saul is in a good position 
to view banking’s relationship to 
the automobile consumer credit 
situation on a national basis. How 
does he see it? 

‘Banking is still predominantly 
interested in helping the dealer 
and in helping the public finance 


“When states have a 12 
percent cap and the 
prime is 13 percent or 
more. . . banks are 
going to get out of that 
business.” 


cars,’ he said. “I think banks 
would like to see a continual 
climb in the growth rate of auto 
loans, but. . . because of existing 
laws and the right of free entry, 
we're going to see that market 
being split. I think, right now, 
we're going to see credit unions 
gain a bigger percentage of the 
market. Sooner or later, the sav- 
ings and loan organizations are 
going to be in automobile financ- 
ing. 

“I think banks will strive to in- 
crease their penetration.. . . It’s 
still a very desirable segment of 
the consumer portfolio as far as 
we’re concerned.” 

Even though banks may be open 
to auto loan business on a national 
level, Saul admitted there were 
problems when you get down to 
the individual states. 

‘We have to pay more for our 
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ve 
we have 


money so, consequently, 2 
vi 


to charge more for our mo? 


ite 
Saul said. “I think what Trew 
. . . Ya 
finding. . .is that the d banks 


to the usury limits now an pout 
are being more particulal tee 
who they lend to, simply bee n't 
of the economics that they 
charge more interest. 
“When states have a 12 Pe 
cap and the prime is 13 ps are 
more. . . they (the banks 
going to get out of that bead ers 
And that’s possible. . - - i the 
in certain states—in fact, a” ©, 
way across the country—@" 
be concerned about that. ie Ae. 
going to have high cost of runs 
the government has to pees | g 
it’s going to have to do some is 
about usury laws in various 2 
or they’re going to kill (cons : 
credit)... . When you're Bove 
dictate higher costs. - : he us" 
got to do something about t 
ury.” 
Denise and other bus! 
people in a number of states ing 
exactly what Saul was Mahoe 
about. They have already but ngs 
their head on interest rate C@ 
and are feeling a definite pine ha 
The ultimate solution tO hs 1 
problem, according to aoa Ye ding 
opinion throughout the ie nge 
world, is to get state laws © as 
through grass roots poliinie 
interest ceilings can rise aS? 
est rates go up. That’s not easy, 
financial contacts agree, DU 
be done. 00 
Tennessee serves as oe ac’ 
example of what can ines: 
complished along chee tee! 
About four years ago, Vo! con” 
State business people became ef” 
cerned about the 10 percent” ig 
est rate ceiling affecting °°" ye 
areas of credit. Citizens ” 4 4 
business community eager ally 
vigorous push that hte! e 
changed the 10 percent caP 5 pe 
that allows rates to rise tO vate: 
cent above the federal prime ings 
“We were able to handle eres 
before the tremendous ™ “few 
rate increases of the Pa° Ny, 
months hit us,” said Richa resi 
Satterfield, executive viCc® Peive 
dent of the Tennessee Auto™ ate 
Association. ‘Our law becave we 
fective in May (of 1979), sist se’ 
were really spared most of 452 
verity of the problem... - ; i] the 
joint effort on behalf of 4 with 
people who were involve 
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Who else but family 


knows the kind of 


support you need? 


Who understands you better than your 
family? And who is more interested in 
you in bad times as well as good? No one. 
Except your family. So when it comes to 
the financing you need...we treat you 
like family. 

Ford Motor Credit Company started 
nearly twenty years ago and today we 
know the kind of full-service financing 
the members of our family need. 


We’ ve got a range of services — 
all in the family. 


Because we under- 
Stand your business, we 
know the kinds of financ- 
ing you want. From floor 
Plan to capital and real 
estate loans, we have 
developed a complete 
line of dealership financ- 
Ing services. 


Retail plans that help 
you sell? You can 
count on your family. 


Ford Credit also hasa ‘— 
variety of retail plans customized to your 
customer’s needs. Real deal closers. From 
extended terms to seasonal payment plans. 
Special college graduate financing plans. 
And financing plans for heavy trucks. Look 
’em over. You can’t afford to ignore them. 


® Red Carpet Lease Plan is a Registered Service Mark of Ford Motor Company 


For merchandising support services, 
there’s no place like Ford Credit. 


Ford Credit understands the kind of 
assistance in this area that only a mother 


It’s also a 
family affair. 


If you’ re interested 
in large fleet leasing,we 
know what you need. 

If you lean more 
toward small fleets or 
individuals, you may 
want the red carpet 
treatment of our Red 
Carpet Lease Plan. 
Want to know more 
about Ford Credit? 

Call us. We won’t give you high pressure. 
Or a song and dance. We'll 

treat you like family. You'll Soe ga 
see... just call your local 
Ford Credit branch. It'll be 
a lot like calling home. 


Company 


Ford Credit. 
We treat you like family. 


LE 


consumer credit. . . and our 
dealer organization certainly 
played a part in it. This took about 
four years and there was a great 
amount of planning that went into 
7 

But what about dealers whose 
profits are already suffering be- 
cause of their state’s interest laws? 
What is happening to them while 
political efforts are pushing 
slow-moving legislative wheels 
toward that ultimate solution? 
Automotive executive went to a 
number of firms that service 
dealers in the financial area for 
their views. 

At Western Diversified Life In- 
surance Co.—an organization that 
handles F&I matters for approxi- 
mately 530 dealerships, primarily 
east of the Mississippi River—we 
talked with Lloyd Gearhart, vice 
president of marketing. He ex- 
plained the dealer’s plight this 
way: 

‘‘As discount rates increase, the 
dealer is getting squeezed and 
squeezed and he doesn’t have any 
room on the top to keep his mar- 
gin,” 

Gearhart went on to mention 
practices dealers caught in this 
squeeze can use to help them- 
selves. ‘One thing we’re suggest- 
ing,’’ Gearhart said, ‘‘is that 
dealers mount a much more ag- 
gressive F&I effort. As money 
dries up, it also dries up for the 
consumer and this puts the con- 
sumer in a position where he has a 


much more favorable view of 
dealer financing.” 

Gearhart said now is definitely a 
good time for dealers to be talking 
finance with their customers. It 
may require more work, he said, 
but the potential profit is worth it. 

“T’m hearing complaints,” he 
said, ‘‘but I know the dealers who 
are really working at this thing and 
going back to basics are getting the 
numbers... . Our best dealers 
have done very, very well. 

“They are offsetting the profit 
squeeze on an individual deal by 
getting more ‘skinnier’ deals... . 
If they are after $40,000 (per 
month), and they were making 
that much before on, say, 100 fi- 
nance deals, now they have to 
make that $40,000 on 125 finance 
deals. But they can do it that way 
because the customer is becoming 
more acclimated to financing 
through the dealer.” 

Pat Ryan and Associates is 
another organization we con- 
tacted for opinions. We talked 
with Herman Bass, director of 
training for this firm which ser- 
vices more than 1,500 dealership 
F&I programs in 47 states. 

Bass said he thought dealers 
should start looking at finance re- 
serve income for what it really is 
and also for the opportunities it of- 
fers even if margins are squeezed 
by state interest ceilings. ‘It’s an 
income,”’ stressed Bass, “. . . but 
it’s also a service to the customer 
and it offers an opportunity for the 
dealer to have ongoing relation- 
ship with the customer.. . . Of 
course, there are other income op- 
portunities so, when the customer 
sees fit to accept the dealer’s fi- 
nance plan, it’s an opportunity to 
make other income.. . . The 
dealer has the chance to offer 
credit insurance protection (and) 
it’s probably easier for the cus- 
tomer to accept a mechanical re- 
pair agreement.” 

We asked Bass if he thought 
dealers could offer as good a deal 
on financing as other sources 
normally available on a direct 
basis. ‘The interest rates, as far as 
dealers are concerned, are compet- 
itive with anything that’s avail- 
able to the consumer,” he ‘said. 
“Can he (the customer) get fi- 
nanced at the dealership? I’d say 
the answer to that is a resound- 
ingly positive ‘yes’. In other words, 
he (the customer) couldn’t do bet- 
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ter elsewhere.” 

Bass also touched on altemnat 
auto lending sources a consu 
has at his disposal, among ¢ ie 
credit unions. Bankers admit C f 
have been gaining a larger ame : 
the auto paper pie, but the Ry2” ‘ 
ficial said he thinks we’re go18 * 
have to wait to accurately 4° 
the impact of credit unions. 

“Credit unions, in just 
short years, have grown OD 
gressive basis,” said Bass. 
have grown from contro 
about 15 percent of the out 
ing automobile paper to aroun” 
percent—that’s a hefty growt : 
very, very substantial market. xk 

“But, now, things may ge 
going the other way becaus¢ Ce 
number of factors. Numbet webe 
credit unions can only loan out ss) 
money that’s available to ¢ 
and savings are dwindling °¥ 
credit unions. People—eve? ; et 
ers in credit unions—want e 
the most out of their savings: 
they take their shares out a? é 
them some place where they ie it 
bigger yield, credit unions W 
have the money to loan out. 

‘Another thing, Congres ie 
cently allowed federally chat rhe 
credit unions to go int? |, 
mortgage business. When yor che 
up money for 30 years, it’s 2°” 34 
same as having it revolve ev“ 
or 48 months... . ang 

‘And don’t forget, credit union 
also have a financial squee2©: hat’ 
eral law prohibits a federally © ing 
tered credit union from chee 0 
more than 1 percent per mo? pe 
12 percent simple interest S 
year. That’s roughly arou? 
percent add-on.” 4 ue 

In summing up, Bass said, be 
the factors he outlined, we me 
seeing CUs draw back from 4" 
financing. “But we'll have t© 
awhile to see,” he conclude¢- edit 

In addition to banks an or 508 
unions, a major auto io e 
source that cannot be ovetlo“ ace 
is the so-called “captive” sat fi- 
company or wholly-ow?t ac’ 
nance subsidiary of the ma” 
turer. We talked to officials 4¢ en 
Ford Motor Credit Co. 20° © foy 
eral Motors Acceptance ©° “edit 
their outlooks on the auto © 

icture. b 
“ James W. Ford, chairma? ¥ ee 
board at Ford Motor Cres a this 
sessed his company’s posit!© 
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Why do the best 
automobile dealers 

choose |. 

_ Western Diversified? 


really appreciate 
I get from the Western 
team. They're truly professionals.” 


The Western Diversified team of profes- vase ea iy on the Western Diversified team 
sionals are producers of top F & I profits. The every day for first class F & I service. 
high standards of quality service we have set for Maybe that’s why dealers like Rich 
ourselves include extensive training seminars, Schepel and Ray Bernard became big. 
motivational meetings and personal service. By dealing with professional people who 
Western Diversified also of know their end of the busi- 


fers experienced manage ness like no one else. 


ment of dealer-owned insur- _ Call Lloyd Gearhart, 
ance companies Vice President of Marketing, 


Some of the biggest for the details. 
automobile dealers in the 


WESTERN DIVERSIFIED 


Western Diversified Life Insurance Company 
351 West Dundee Road 
Wheeling, Illinois 60090 


(312) 541-5800 
Outside Illinois Call Toll-Free 1-800-323-4143 
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“On the retail scene, there has 
been some softening in car sales 
volume in the last four or five 
months—in the large cars—and 
that impacts on us in the credit 
business. We’ve seen some mod- 
erate rise in delinquencies, reflect- 
ing kind of a slow-down in the 
general economy, but we aren’t 
seeing anything that has dramat- 
ically worsened sales condi- 
tions.. . 

“Our Ford Credit retail market 
share this year has been up rather 
sharply,. . . reflecting more re- 
strictive financing by banks out 
there. So, we’re doing what we’re 
here to do and that’s providing the 
financing that dealers need and 
aren’t obtaining so readily else- 
where. 

“As a result of all this, our own 
retail financing volume has been 
up this year and we think this will 
continue as long as interest rates 
stay as high as they’re staying and 
there is a shortage of bank funds.” 

GMAC President S. Kreis Smith 

told automotive executive his 
company is “staying in there pret- 
ty well” as far as market share 
goes. “We do reflect the current 
pass-along rate as we must, 
economically, but we have been 
able to have funds ready when we 
need them,’’ he explained. 
‘Perhaps we can’t offer funds at 
the price they (dealers) want to 
pay, but that’s outside our control. 
I’m unaware of any GM dealer 
who is qualified, creditwise, who 
is not getting funds he needs to run 
his business.” 
_ Are these companies still offer- 
ing financing in states where 
usury caps are low? Both answered 
in the affirmative. 

“Third grade economics tells 
you it’s a little hard to pay 13.5 or 
14.5 percent for money and lend it 
at 10 percent,” GMAC’s Smith 
told us, ’. . . but that’s the short- 
range view. We have traditionally 
taken a little longer-range view of 

€ situation.” 

Stefan M. Poth, vice president of 
Marketing and Operations Ser- 
vices at Ford Motor Credit, singled 
out Arkansas as a low-cap state 
where his company is still doing 
business. 

“. . . Arkansas is the lowest 
capped usury state in the coun- 
try,”” he said, “and other finance 
sources. . . pulled out of this 
business capacity much before 


they would have in places such as 
the West Coast where there is 
much more activity... . We are 
continuing to finance the Ford 
product dealer and his customer in 


Arkansas.. . . There is money 
available through Ford 
Credits: <2.” 


Turning to the wholesale rates 
now being offered by the finance 
companies for floor plan, James 
Ford said, ‘‘We see a rise in 
wholesale rates which are tra- 
ditionally geared to. short-term 
interest rates—ours as well as 
others. So there has been a very 
sharp rise in these rates as our bor- 
rowing costs have gone up.” 

What can a dealer do in view of 
these skyrocketing wholesale 
rates? ‘It’s very simple,” said 
Kreis Smith, “it’s the cost of doing 
business and the dealer just has to 
pass it along. There’s no individual 
segment of our commerce or in- 
dustry that can isolate itself from 
the reality of the marketplace. If 
dealers think they can, then 
they’re saying they don’t really be- 
lieve in the free marketplace. The 
free functions have taken rates up 
there. 

‘‘What can a dealer do to protect 
himself against high Jabor costs? 
You know what he does, he passes 
it along. High parts costs, high in- 
surance costs, high rental costs, 
high taxes—they’re all the cost of 
doing business. Dealers are having 
to work harder, but that’s where 
it’s been all the way through... . 
I don’t see any other answer to it.”’ 

Addressing the same topic, 
GMAC Vice President Tom Pat- 
ton asked rhetorically, “Should a 
dealer reduce his inventory (be- 
cause of high wholesale rates)? 
The obvious answer to that is, 
‘You can’t sell what you don’t 
have.’ That would seem to us to be 
a rather short-sighted solution.” 

“Dealers should control their 
investment in parts, accessories 
and other inventories at an op- 
timum level for the size of their 
operation,” added Smith. ‘They 
shouldn’t be running down their 
new car stock any more than they 
would think of running down the 
parts and accessories inventory.” 

Looking to the future, the 
majority of people in the finance 
sector with whom we talked took 
a cautiously optimistic outlook. 
The consensus was that the 
economy—and the auto retail in- 
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dustry along with it—will soon 
taking a turn for the better. Jame 
Ford at Ford Motor Credit ape 
to sum up the majority view WA 
he told us, “. . . We see a softnes? 
in the sales outlook in the ne" 
term, but probably a pretty et - 
stantial recovery some time 0” 
ing 1980. We'll be back on the TF 
ward trend again in sales.. -- 
aren’t as pessimistic as ee 
people have been about the oe : 
look for sales out there. We 11 
hopeful that some time in '80 “ie : 
see a pretty good recovery 19 
car market.” 
But what about the predicted 
credit crunch and the new “In? . 
Sanctum” show? John bere 
president of the American Ban. 
Association, after hearin 
recent Federal Reserve 
moves to slow the economy, the 
the Fed’s action will oe pe 
growth in credit, but shoul 
cause a real crunch. Cas: 
And, perhaps, Finn M. W- + of 
persen, chief executive office his 
Beneficial Corp., said it best eres 
recent article in Credit maga” se 
the publication of the Net 
Consumer Finance Associatl®. « $ 
‘‘Commentators, CO um ave 
and Wall Street pundits re of 
suggested. . . that the wen * ; 
consumer credit in this COUP og, 
not very bright,’”” wrote Ca ssl 
‘They paint a scenario of a gfO" er 
overextended American cons pay” 
who is straining to meet his Pe 
ments on an unmanageab ph of 
den of debt. These prophe con 
doom suggest that a serloU pread 


sumer bust featuring wide “ vita 

consumer bankruptcies 1§ 

ble. a could 
“In my opinion, nothing — ie 


be further from the tut). of 
the exceptional recent 8f° tainly 
consumer credit will CMs jin- 
slacken, and chargeoffs 29 ation! 
quency ratios will rise a5 ©" i de- 
economic activity slows, vply is 
spread consumer bust 5} 
not in the cards!” are dif 

As we said earlier, there qreas 
fering opinions about S° mment> 
of the credit scene, but ©° josel¥ 
from people who wo heir cU 
with auto dealers and 4 gutome” 
tomers every day has le jusio® 
tive executive to one ge may 
while things are tou rt it 
remain that way fora sho rs have 
appears the dooms4 £ 
missed the target agai”: 


Small size, mid-size, 
any size... 
GM Dealers can do it all. 


No matter what size cars or trucks you have in your 
inventory, GMAC has a plan to finance your retail sales, leasing 
or rental activities. From subcompacts all the way up to 
off-highway equipment. And everything in between. 

GMAC gives you a consistent purchase policy. Flexible terms. 
A network of offices coast to coast. Fast, dependable service. 

We know you've heard this all before. But perhaps some of 
your prospects haven't. So wrap up every sales pitch with this 
Simple reminder: GM Dealers can do it all. — 


| 


FINANCING 
60 years of financing service. 


GMAC: 60 Years 


t has been said credit is the glue 

that holds together America’s 

life style. That’s a pretty expan- 
sive statement, but it’s hard to 
dispute when you look at the rec- 
ord. According to the Federal Re- 
serve Board, consumer credit in 
the United States stands at approx- 
imately $340 billion; consumer 
installment credit at the begin- 
ning of 1979 accounted for about 
$275 billion of that total. Automo- 
tive installment credit was at a 
record level of $102 billion. 

But things haven’t always been 
this way. As recently as the turn of 
the century, the typical American 
would have rather starved—and 
sometimes nearly did—than face 
the shame of buying “on time”. 
The accepted practice of the era 
was to stash a little away in a mat- 
tress or cookie jar until you could 
pay cash on the old barrel head. 

Realistically, such an ethic 
wasn’t all that difficult to uphold 
in those days. There just weren’t 
that many individuals or institu- 
tions willing to lend a buck for 
someone else’s purchases. 

What turned that rather puritan- 
ical outlook around? In large mea- 
sure, it was the automobile—or, 
more correctly, the public’s grow- 
ing desire and need for the auto- 
mobile. And at the forefront to 
meet the needs of this automotive 
movement was an organization 
currently observing its 60th year 
in the financing business: General 
Motors Acceptance Corp. 

In its most recent annual report, 
GMAC detailed its corporate birth 
and the factors leading up to it this 
way: 

“Automobiles were first avail- 
able in this country at the end of 
the 19th Century and were con- 
sidered luxury items for the very 
rich who had no need for financial 
assistance. However, in the next 
quarter of a century, there was a 
prodigious increase in the produc- 


tion of cars and a resultant lower- 
ing of prices. This attracted a new 
class of user, and thus, an im- 
proved method of marketing be- 
came necessary. 

“Automobile dealers also gen- 
erated pressure to develop new 
financing sources in the auto in- 
dustry. In those days, the auto 
business was highly seasonal, 
especially before the advent of the 
closed auto body when sales were 
concentrated in the spring and 
summer months. Realizing that 
mass production and its 
economies depended on a rela- 
tively even and continuous out- 
put, the auto manufacturers had to 
find the means to enable dealers to 
purchase cars from the factories 
and stock them in inventory. 

‘These two factors—the 
dealer’s need for inventory financ- 
ing and the retail customer’s need 
for convenient credit—led to the 
formation of GMAC on January 
24, 1919, under the banking laws 
of the State of New York.” 

It was about three months after 
the corporation’s official founding 
when a fellow named Antonio 
Bruno walked into the Chevrolet 
Motor Co. of New York. Inc. at 
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To Its Credit 


reeled d 
57th St. and Broadway. He Wa op 
to look over the 1919 mot 
display there. He ended up ef. 
ing GMAC’s very first custom 0 

According to Frederick 
gan, a GMAC employee 
time, the arrival of Mr. Brune shiP 
plication from the dealer ick 
created a “furor” in the New 
branch office. 

“Excitement knew no ; 
recalled Logan. “Mr. Arthu) oul 
Mr. Richards, who constitu edly 
discount department, cou ere 
restrain themselves. TH®Y , aut 
eager to get at the pape 
their rate charts to work ° 
live offering.” nite the 

The Bruno account, desP* not 
enthusiasm it generated, id call 
turn out to be what you cou 
an ideal experience for G 

“Little did Antonio Brun? 
what a furor of excitement .gint? 
about to start when he walk d put 
the Chevrolet retail store 4" gat 
his name on those papers, ,dded 
related. “And it might - york 
that little did the NelectiO® 
branch realize what a © 0 
job it was letting itself 
it purchased the offering: 


an 
GMAC records reveal al 


wv 
hounds, 


now 
, was 


um bet 


A 


In 1919, a company was formed in New York for the 
rather skeptically viewed purpose of helping auto dealers 
and their customers buy cars “‘on time’’. Today, that 
company—General Motors Acceptance Corp.—is the 
largest sales finance company in the world. 


of letters were necessary to 
Prompt the corporation’s initial 
Bop Omer into repaying his loan. 

re Bruno finally closed out his 
Doo uat, he received ‘‘corre- 
fie ndence” from the branch of- 
-©S service manager, treasurer, 
dey, President and even the presi- 


Although this may strike some 
wa tather bumpy start, GMAC 
te. already expanding into other 
Opens and ended its first year of 
to. tation boasting it was a coast- 
te, 02St organization; even an in- 
w,. 0nal one. The former boast 
off, true by virtue of four branch 
thoi >: one each in New York, De- 

» Chicago and San Francisco. 

of. Atter boast was true by virtue 
ifth office in Toronto. 

19) addition to this expansion, 

9 also saw the formation of 

in Neral Exchange Corp. to serve 

ly, Stoker capacity to obtain 

“ost fire and theft insurance 

Itai 8° for GM dealers and their 

Customers from insurance 

lined Shies. This firm was des- 

ce 2 become GMAC’s insur- 

Subsidiary, Motors Insurance 


“or MIC. 


—— ee 


© corporation ended the year 


1919 with its books showing 336 
men and women in its employ. 
The books also showed GMAC 
$49,000 in the red. 

Since that first tentative year, 
GMAC has taken such giant steps 
forward it now ranks as the largest 
sales finance company in the 
world. It employs more than 
11,900 people and has expanded its 
operations to 394 branch offices 
serving customers and dealers in 
the U.S., Canada and in 17 other 
countries. Also, it owns 51 percent 
of Isuzu Motors Finance Co., Ltd. 
which operates seven branch of- 
fices in Japan. : 

Beginning with the financing of 
Tony Bruno’s 1919 Chevy, GMAC 
has gone on to extend more than 
$175 billion in credit to help 
people buy more than 80 million 
cars and trucks. It also has 
provided floor plan financing for 
more than 130 million vehicles in 
dealers’ inventories. 

Last year was one of record- 
breaking proportions for GMAC. 
On a worldwide basis, the com- 
pany and its subsidiaries financed 
the purchase of a record 2.5 mil- 
lion cars and trucks—1.8 million 
new vehicles and 704,000 used. 


If you don't believe things at GMAC have 
come a long way since 1919, just check 
these pictures of the New York branch 
office. 


Retail financing volume in 1978 
totaled $12.8 billion, 20 percent 
higher than in 1977, while lease 
financing volume of $3.2 billion 
increased 6 percent. In addition, 
wholesale volume, which is prin- 
cipally related to dealer inventory 
financing, reached $50.5 billion 
and was 12 percent above the prior 
record set in 1977. 

With such figures on the ledger, 
it follows that GMAC’s financing 
receivables outstanding at the end 
of 1978 would be record-breakers, 
too. Retail receivables were $15 
billion, lease financing receivables 
were $4.1 billion, and wholesale 
receivables were $8.4 billion. 
Further, receivables arising out of 
transactions in which GMAC is 
the owner-lessor of capital equip- 
ment increased $54 million during 
1978 to $82 million at year-end. 

Total GMAC worldwide receiv- 
ables of $27.8 billion at the end of 
1978 were 15 percent higher than 
the previous year-end. Of this to- 
tal, 88 percent was outstanding in 
the United States, 5 percent in 
Canada, and 7 percent in other 
countries. 

The business of GMAC, how- 
ever, is not solely that of lending 
money. Even before the company 
was incorporated, its founding 
fathers knew that, in order to lend 
money, General Motors Ac- 
ceptance Corp. would have to bor- 
row money to make its business 
click. 

The job that fell to GMAC’s 
early fund-raisers was not an easy 
one. They not only had to con- 
vince bankers the new company 
was a worthy investment, they 
had to sell the auto industry itself. 
In essence, the first members of 
the financial sales department had 
to persuade bankers autos were an 
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absolute necessity to national and 
social progress. After establishing 
that point, they logically moved 
on to the axiom that the financing 
of autos ‘‘on time” also was a 
necessity. 

How did these GMAC color- 
bearers and their successors make 
out? The figures speak for them- 
selves: the company’s 1978 annual 
report showed its worldwide bor- 
rowings reached $20.9 billion dur- 
ing the year. That was an increase 
of 13 percent over the 1977 year- 
end. 

GMAC currently has a number 
of ways to obtain the funds neces- 
sary to carry on its business. In ad- 
dition to capital provided by par- 
ent General Motors Corp. and 
short-term notes offered to inves- 
tors through commercial paper, 
the company has established 
credit lines with 700 banks around 


the world. These permit GMAC to 
borrow up to approximately $6 
billion, if needed. A small portion 
of these credit lines is used to 
cover the daily swings in cash re- 
quirements but, basically, bank 
credit lines serve to provide a re- 
serve borrowing capacity. 

GMAC also offers medium- 
term notes in the U.S. with 
maturities of from nine months to 
five years. These are offered di- 
rectly to investors under a “shelf” 
registration statement on file with 
the Securities and Exchange 
Commission. Similar notes also 
are sold in Canada. 

Another major segment of 
GMAC’s debt structure is made up 
of intermediate and long-term 
debt obligations with maturities 
in excess of five years. These may 
be underwritten note and deben- 
ture issues sold in public markets 
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GMAC Ss headquarters 1s NOW lox ated in the soaring ¢ 7M Building on New Yor! 


fashionable Fifth Ave. The company 


: eighth president is S. Kreis Smith (inset 


36 AUTOMOTIVE EXECUTIVE, NOVEMBER, 1979 


or borrowings negotiated privately 
with institutional lenders... 
It’s easy to see the astonishing 
progress made during GMAC'S : 
years when you compare the pa 
ent debt structure with that ©” 
days when the company’s pionee? 
ing fund-raisers were convincing 
bankers that auto financing 4° 
roper venture. ga 
F But that pioneering spirit didnt 
wane after raising a ballast Me 
funds to float the company yee 
launch it on its maiden voyae 
into the heavy seas of the finane 
world. On the contrary, that SP” 
continued ahead at flank pe 
Many of the practices noW ee 
cepted in the business as stan 
procedure were original conceP 
with GMAC. ia 
Among the innovative progr 
introduced by the company bed ; 
deductible collision coverage 
1930, the “6 Percent Plan’ of 
and creditor life insurance ea 
age in 1941. All of these W 
milestones in their day. MAC 
Following World War Il, G he 


limited liability plan for 
and lease financing plant ae 
recently, a retail lease serv! have 


and a dealer daily rental Pp Po 


given dealers additiona oFices 
tunities to provide other § 
to customers. soder™ 


Heading today’s é 
multi-billion dollar GMAC Oth 
pire is Tennessean S. Krets ' and 
who was elected presiden com 
chairman of the execut!ve He is 
mittee in December 1? "dent: 
the corporation’s eight pres 

How does Smith view © sgat 
of GMAC and how does oe j 
the dealers with which ¢ ” ¢he 
pany works? He summee rather 
answers to both question® we 
neatly when he recently $4? t and 
believe we have the “pa ith 
largest group of dealer tio? 
which any financial eye ork: 
has ever been privilege het stay” 
By working closely COE ak. egu 
ing ahead of the chang} ne ond” 
lations and attitudes, 4? a the 
ing to changing tren oF ive 
marketplace with ee 
plans and programs, wew" er.” 
continue to grow and prosP could 

The GMAC presiden will 
have added that his comp yar 
continue to supply 4 g0e"nolds to" 
tity of the substance , a yife: 
gether America’s way © 
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adults ride Gomtortobly, 

According to government EPA 
ratings, the new Chevy Citation 
Hatchback is a mid-size car inside. 


30' bags of groceries fit 

de. Thats in our hatchback 
Models, with the back seat folded 
down, You're probably not going to buy 


_ that many groceries, but it gives you an 


idea of Citation’s 41.4 cubic feet of 
Cargo space. 


IS 6; cubic feet of hidden 

cargo ared behind the 
fear seat of the hatchbacks. And there's 
OG rear compartment panel linked to 


the hatch so whats inside is hidden 
from view. 


69%%) the car's weight is 
up front. With Citation’s 
front-wheel drive, about 65% of the 
Weight is over the front driving wheels. 


The result is good traction down wet 


‘ ayn in snow or mud, 


EPA estimated MPG. 
38 highway estimate. 

r Compare estimated MPG 
to that of other cars. Your mileage may 
Vary depending on speed, distance 
Nd weather. Your actual highway 
Mileage will probably be less than the 
Soy estimate. California estimates 


4 3 mile cruising range. 
§32 highway range. 


Estimated range figures obtained by 
Multiplying Citation’s 14-gallon fuel tank 
Capacity rating by the EPA mileage 
8stimates. 


S00 OF sects emon 


FNS CAR BEFORE CHEVY CITATION 
| OFFERED YOU ALL THESE NUMBERS 


Liter 2-barrel 4-cylinder 
is Citation’s very capabie 


standard engine. Its mounted sideways, 


between the front driving wheels, 
which helps give you more passenger 
space. 


Ya°4 Liter 2-barrel V6 is available 
if you want more oomph. 


$16) MPH in 9 seconds flat, from 

a standing start. That's in engi- 
neering tests with the available V6 and 
automatic transmission. California 
figures not available. 


speed manual overdrive 

transmission. Citation’s stand- 
ard transmission is a true overdrive. At 
cruising speeds it helps get impressive 
fuel economy because the 4th gear 
lets the engine run slower than with a 
conventional transmission. (Not 
presently available in California.) 


¥4 speed automatic 
transmission is available, too. 


d the ratings for it are also impressive: 


EPA estimated MPG/35 high 
estimate. California estimated 
ia highway. 

of a parking place is all 
it needs. Outside, Citation is 
a compact car. End to end, less than 15 
feet long. 
function “Smart Switch.” 
Asingle column-mounted lever 
controls turn signals, windshield wipers, 
windshield washers and headlight 
dimmer. 


§\ sound-deadening 

treatments. Citation is built 
with lots of insulators and noise barriers 
to help separate the outside world 
from the quiet inside. 


27 so ssyeush woth steps. Exten- 
sive use of zinc-rich precoated 
metals and various chemical treat- 


ments help keep Citation good- 
looking. 


(ep Citations to choose 
from. 4-door and 2-door Hatch- 
backs, 2 Coupes, and 2 sporty X1's. 


Y y customized options. 


Everything from “A” (air condi- 
tioning) to “2” (zippy pin striping) is 
available. So you can order your 
Citation to fit you to a “T.” 


beautiful exterior colors, 

plus 13 exterior Two-Tone combi- 
nations, plus 6 trim and upholstery 
colors are all available to suit your 
individual taste. 


Chevy dealers, across America, 
invite you to see and test drive the first 
front-wheel drive with Chevy behind it. 
Whether you want to buy or lease, 
Chevy Citations numbers could be just 
the ones you have in mind. 


A Congressman C 


tl hi 

slow u t 
domestic auto industry? 
Studies published recently indi- 
cate that in a few years AMC, Ford 
and even GM could find them- 
selves in a financial bind not un- 
like the one now confronting the 
10th largest corporation in 
America. Over the last decade, and 
in preparation for the next, Detroit 
has been laying out an enormous 


es. 


4 


ashington 


ney in an effort to 
he demands of the 
d the not necessar- 
ands of the federal 
governments. 
ake it? Can they 
make enough money in a good 
market to offset the tremendous 
costs of escalated research and de- 
velopment and retooling? What 
happens if government demands 
remain firm and the market re- 
mains soft? 

Industry managers and planners 
are asking themselves these ques- 
tions and they’re growing worried 
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By Ron Rogers 


t ap 


it aP” 
over the answers. Finally, the! 


sr of ( 
pears a significant number ° . 
people are worrying t0- ave 
A few weeks 489% 
Stockman and Jack KemP» 
lican Congressmen ON 
gan and New York, reSP"rati¢ 
and Phil Gramm, 4 hi : 
Congressman out of Te .¢ iD th 
letter to their colleaguy”. the 
House and essentially a pout the 
to help do something ost 
stranglehold the regu!4 of the ip 
cies have on the throat et 
dustry. . the Jett 
They maintained 1” 


that they are not quarreling with 
the Congressionally established 
80als for emissions, safety and fuel 
-©conomy, but they directed their 
attack instead toward ‘unelected 

Ureaucrats”’. 

These men and women, they 
‘Said, “unfortunately have trans- 
‘0rmed (Congress’) goals into such 
Unrealistic standards and time- 
tables that they not only threaten 

tysler with bankruptcy but, 

Nore importantly, will saddle the 
“Beneral car-buying public with 
‘ a costs far in excess of any 

Ssible benefits.” 

The Congressmen said they 
‘Ought what they termed, ‘a 
und revision of misdirected pub- 
€ policies and meaningful finan- 

| relief for Chrysler’, and pro- 
sed three major steps: a freeze of 
a Pipe emission standards at ’79 

‘Vels; the repeal of the mandatory 
_, Sag requirement; and a switch 
ate method of approach toward 
a 27.5-mpg fuel-economy goal 
th. 1985. They want to reach the 
Be. mark in equal annual in- 
4 liments and discard the “front- 
Paded”” schedule mandated by 
IT which, in effect, they 
jginted out, requires that a 
Jpg, uPS fleet be ready for testing in 

te 1981. 

€ letter resulted in a ‘‘regu- 
Do reform bill” with 25 co- 
Rin Nsors, H.R. 5413, and after its 
Beoduction Congressman 
it ckman met with automotive 
), “Cutive and discussed the regu- 

‘On situation. He readily admit- 
“g,, “Us bill’s success is Jess than a 
“inch bet. 
digg itially, it’s going to be very 
ftp cult to get support, quite 
Ty *ly,” he said, “because for the 
a .,vUr or five years, there’s been 
‘Op PYSmal lack of understanding 
iw € part of the great majority of 
Mr the ve of Congress as to just 


the real issues are in these 
at a oty areas. They tend to look 
| Mme ;ague general goal and as- 
‘No, © 't a good one, and they have 
DygycAlly analyzed and thor- 
Y understood the technical 
thy, COnomic impacts actually 
Oly d 


‘% e : 
th, Vhat I’m hoping to do is use 
deb » le : b 
— that’s going to be 
i _5!g over the Chrysler case as 
thq | Portunity to try to educate 
thy .*'Se the level of understand- 


Bios. Mong the members of Con- 


. 


U.S. Representative Dave 
Stockman casts a hard eye 
on the regulations and 
standards with which 
domestic automakers are 
being saddled by 
“unelected bureaucrats’’. 
He doesn’t like what he 
sees. 


One of the Congressman’s 
prime topics is sure to be the Clean 
Air Act. He acknowledged that it 
“supposedly promotes” a very 
worthy objective. But the fact is, 
he says, “the ambient standard for 
ozone. . . and the tailpipe emis- 
sion standards for the automobile 
go far in excess of what is neces- 
sary to protect the public. And 
(Congress) has never understood 
that.” 

According to Stockman, the 
quest for fuel economy in this 
country likewise is often not put 
in its proper perspective. ‘Your 
average member of Congress,” he 
said, ‘assumes cars get 25 mpg or 
so in Europe, and he wonders why 
Detroit can’t do as well. He asks 
himself, ‘Shouldn’t we keep their 
(domestic manufacturers’) feet in 
the fire and give them a few kicks 
if necessary to move them along?’ 

‘He doesn’t understand that the 
fleet that’s marketed in Europe is 
totally different from ours. It’s 
smaller, it’s less powerful, and as a 
result, it’s far less car. Fuel 
economy is largely a function of 
weight and power anyway, and 
that’s the main reason (for some of 
the fuel economy figures chalked 
up by the other continent’s auto- 
mobiles). It’s not technological 
superiority. 

‘It’s a hard argument to make 
and to explain to people, but it’s 
one I think has to be made if we're 
to get some basic changes in these 
regulatory acts.” 

Grockanen ascribed the dif- 
ference between the U.S. motor 
vehicle mix and the mix that is 
particular to the needs of Ger- 
many, for instance, to that coun- 
try’s strong social and economic 
policy of discouraging large autos. 

“Their gas tax right now,” he 


said, ‘is $1.15 per gallon, which is 
the equivalent of $42 per barrel for 
fuel used. Ours is about 12 cents. 
Obviously, that plus-dollar tax 
figure has some impact on the type 
of vehicle people choose and on 
what they can afford to pay for 
fuel. 

‘Even beyond the tax, most 
western European countries im- 
pose additional heavy penalties on 
horsepower and on weight—again 
in an effort to strongly encourage 
people to use very small vehicles. 
We don’t have those policies 
here. . .andI don’t think that we 
should. 

“Europe has had these kinds of 
policies on the books since the end 
of World War Il for reasons that 
have to do with their strategic 
vulnerability and so forth, but I 
don’t think they’re appropriate for 
the U.S.” 

Stockman went on to say he 
doesn’t think the government 
should subsidize gasoline costs as 
it does today. ‘We ought to totally 
decontrol the cost of gasoline,” he 
said, ‘‘let consumers pay the 
market-clearing price. That, I 
think, would have some impact on 
reducing the vehicle miles 
traveled per year. It would shift 
marginally the fleet towards more 
efficient vehicles, but I don’t think 
we ought to have a positive affir- 
mative policy of penalizing people 
for choosing vehicles that they can 
afford to buy and operate. 

“After all, what’s the sense of 
having a policy that strongly 
penalizes large cars when we let 
people live in large houses? I 
mean, they’re less energy-efficient 
in terms of getting the job done 


Rep. Stockman 
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ill, 


than small houses are. It’s a very 
arbitrary judgment in my view and 
we ought to let people decide how 
they’re going to spend their dol- 
lars; for what kind of fuels and for 
what uses.” 

Automotive executive asked 
Stockman if he thought some- 
thing ought to be done by Con- 
gress to limit, to a significant de- 
gree, the discretionary powers of 
the federal regulatory agencies. 

‘This is the area,” he said, 
‘‘where I think Congress is primar- 
ily to blame. If you look at the 
three basic statutes that we have 
in consideration—the safety act, 
the clean air act and the fuel 
economy act—what we essen- 
tially did when the laws were 
passed was write in the law a very 
sweeping general objective and 
delegate the real policy decisions. 

‘We delegated, for instance, the 
specific mpg to be achieved in 
specific years the test procedure 
on the tailpipe standards that 
makes the numbers we enacted 
not very meaningful and we even 
delegated the contents of the 
safety standards entirely to the 
regulatory agencies. 

“I don’t think we can do that any 
longer. If we want to impose social 
policy regulations on industries, 
we ought to debate those policies 
here and write specific legislation 
to that end or we ought to delegate 
the power to the agency and then 
have the right of veto over any reg- 
ulatory implementation—specific 
rulemaking that would be under- 
taken pursuant to those general 
objectives.” 

The Congressman said he 
doesn’t buy the argument that the 
agencies should retain their pres- 
ent power because they and not 
Congress have the necessary ex- 


pertise to make the needed judge- 
ments. 

‘That argument, I think, is very 
deficient,” he said. “The agencies 
have the expertise, but they have 
something else which disturbs me 
greatly and that is asingle-mission 
orientation. Their job down at 
NHTSA, for instance, is to pro- 
mote safety, regardless of all the 
other objectives that would have 
to be brought into play in making a 
valid decision. 

“If some safety item is going to 
raise the weight of the car, that’s 
not very much a concern to them. 
They’re looking at the fatalities 
theoretically prevented or the in- 
juries prevented. 

“Take EPA. Their single mis- 
sion is air quality and emissions 
control and, so again, they don’t 
bring into the equation all the 
other considerations: penalties on 
fuel economy; cost impact; job 
impact, and so forth. 

‘There’s only one agency in this 
country that can perform that 
balancing act when it comes to 
regulations which have very large 
impact on society and the 
economy and that’s Congress. 
We’re not single-mission oriented. 
We’re mutli-mission oriented be- 
cause of the pressure we feel from 
all kinds of constituencies back 
home. And it seems to me that 
that is the grave defect of the regu- 
latory agencies. Whatever advan- 
tage they may have in expertise, 
they totally Jack when it comes to 
making a judgement or a value 
choice. 

‘The idea that you can set emis- 
sion standards or fuel economy 
standards on the basis of abstract 
numbers is a lot of nonsense. UI- 
timately (what’s involved is) a 
value or policy judgement where 
you’re getting some things and los- 
ing others. It’s a trade-off situation 
and I think agencies are totally 
ill-equipped by their single-mis- 
sion structure to make valid 
choices in that area.”’ 

Stockman pointed to the tail- 
pipe standards. ‘If one were to sit 
down and look at the costs of 
meeting the current ozone stan- 
dard versus the benefits,” he said, 
“he would throw up his arms in 
horror at where the standard’s 
been set. 

“It will cost the country $100 
billion in investment and operat- 
ing costs to achieve ozone control 
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Right. Just Call Associates: 


Ask about our complete a 
financing package for truc : 
and trailers designed to 9 
you fast decisions. Fast 

And all the help you ne 

close a sale. 
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of 12 parts per million by 1987. Ac- 
tually, all the scientific evidence 
indicates that a standard of 20 
parts per million is more than ade- 
quate to protect the public health 
and it indicates that most areas of 
the country are in compliance. We 
could save ourselves $100 billion 
in emissions control costs if we 
were to look at the situation in 
terms of balancing clean air and 
economic objectives. 

“The agency refuses to do that 
and the statue doesn’t permit 
them to do that. And that’s why 
it’s so critical that these acts be re- 
vised.” 

The second-term Congressman 
feels a rollback of the emissions 
standards would be justified, but 
he said even he would not propose 
it. 

‘I’m proposing a freeze at the 
present time because I consider it 
the only politically practical thing 
to do. But actually—even if you 
initiate the freeze at 1979 lev- 
els—you’re talking about 15 grams 
per mile on carbon monoxide, 1.5 
on HC—which I really think is 
more than necessary—and 2.5, I 
believe, on NOx. You potentially 
could roll (those numbers) back, 
but I think it’s a kind of judgemen- 
tal choice, given the politics and 
the fact there has been this myth 
in Congress that you’ve got to go 
the full 90 percent reduction re- 
gardless of the evidence. If we 
could at least get people to see the 
case for the freeze, we would make 
a step forward.” 

Stockman was asked whether, 
with respect to a transportation 
regulatory agency, the country 
needs one that is smaller, or more 
streamlined, or at least more in- 
undated with technical expertise. 

‘What we need,” he said, ‘is not 
an agency that’s smaller, but a 
Congress that is smarter. If you 
give bad laws to an agency to im- 
plement, I don’t care how many 
technicians, engineers, or ex- 
automobile company executives 
you have or don’t have there. If 
they’re mandated to implement a 
bad law. . . then you’ve got a bad 
outcome regardless of who sits in 
the chairs and wears the hats. The 
problem goes back to Congress 
and policy making. 

“I think the game of govern- 
ment reorganization goes on pe- 
rennially and it really ac- 
complishes very little. (Govern- 


ment) is not a function of where 
the boxes are in the organization 
chart, it’s a function of who is 
making the basic policy choices. 
And those (choices) have to come 
back to the legislative body, which 
is reponsive to all the interests in 
this country. 

‘There’s no way you can solve 
the problem of federal appoint- 
ments, but you can mitigate the 
situation by ensuring that agen- 
cies have limits on the dis- 
cretionary power they can exer- 
cise. If you fail to impose those 
limits, you can shuffle the boxes as 
long as you like and you’re still not 
going to solve the problem of bal- 
anced policy.” 

Current policy, of course, re- 
gardless of its origin, has a long 
way to go before it satisfies a lot of 
people in the industry. In 
Stockman’s view, the convergence 
of the regulatory requirements in 
the early 1980s could result in 
some rather severe and hard-to- 
repair fender dinging. 

‘This further tightening of the 
emission standard in ’81,” he said, 
‘‘with the quantum leap in 
technology that’s involved, to- 
gether with the airbag and the 
front-loaded jump in the econo- 
my standards—6 mpg in 36 
months—gives you a built-in rec- 
ipe for an economic catastrope in 
the industry if we have any more 
bad luck. 

‘These three regulations, in 
other words, tie their capital 
spending requirements very 
rigidly to a regulatory calendar. 
But the cash flow necessary to fi- 
nance those investments still 
must be generated in the 
marketplace. And there are a lot of 
things that can cause temporary or 
even prolonged falloffs or col- 
lapses in sales. 

“If we get another gasoline 
crunch, the industry could really 
go through the ringer. And if this 
recession turns out to be deeper 
and longer than anticipated, there 
could be a further period of very 
soft sales and, therefore, reduced 
profits and cash flow. 

“I think we’ve run a very high 
risk here by creating that asym- 
metrical circumstance where the 
law is mandating capital ex- 
penditures regardless of economic 
conditions, while the means to fi- 
nance those (expenditures) are de- 
pendent on all the vagaries that are 
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“quipment to be installed on all 
fars at a cost that could exceed 
$600 per vehicle.” 
_ Stockman summed up the feel- 
ngs of apparently a lot of the pub- 
IC, if we put any credence at all in 
‘ome recent polls, when he said, 
generally, I think safety 
Sught to be the responsibility of 
‘he motorist. And if there is strong 
Notorist demand for certain safety 
vices that might be innovated 
°y the industry or suppliers to the 
Ndustry, then you don’t need the 
gulation because the (demand) 
Means the items will be sold any- 
Way, 
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the Safety risks that they face. | 
Nean, (this issue of) the airbag, it’s 
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money into improved education 
about seat belts and driver training 
programs and so forth. 

‘For just one percent of the 
amount of the resources expended 
in this whole airbag fiasco, we 
could have gotten the same safety 
results, the same fatality reduc- 
tions and so forth, by a minor in- 
crease in the seat belt usage rate. 
It’s a totally fertile field. 

“The latest figures show a 14 
percent (seat belt) use rate. With it 
that low, there are all kinds of pos- 
sibilities for raising it signifi- 
cantly. If you raise it, you'll get re- 
ductions we’ve never seen before.” 

Automotive executive asked 
Stockman whether Congress real- 
izes it needs to act now if it’s going 
to revoke the airbag statute, given 
the effective date of the mandate 
and the lead time involved in put- 
ting out a Detroit-produced prod- 
uct. 

‘That’s the unfortunate part,” 
Stockman replied, ‘‘no. By the 
time we revoked it, all the RAD 
money will be spent, and. . . it’s 
just one of those discouraging facts 
of life about politics. 

‘Here we have John Dingelf 
leading the fight against the air- 
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bag. We win every year on this 
meaningless, symbolic gesture— 
the rider to the appropriations bill. 
Unfortunately, however, the 
jurisdiction over airbag legisla- 
tion, the underlying statute, is not 
in his subcommittee. It’s in, in- 
stead, the Consumer Protection 
and Finance subcommittee. 

The chairman of that subcom- 
mittee is an avid proponent of the 
airbag and, therefore, he will not 
allow any legislation to be marked 
up that will rescind permanently 
the requirement.. . . It’s a mess, 
as some say, and that’s probably 
the bottom line.” 

In a speech last March before the 
Detroit Auto Writers group, 
Stockman further defined his per- 
ception of just what the situation 
is. He pointed to a V-8 Ford LTD, a 
car that, averaging about 17 mpg, 
blends in favorably with a ‘79 
passenger fleet that averages 19 
mpg and a total fleet that averages 
17. 

He chose the vehicle, he said, 
because it represents a nice pack- 
age of multiple utility. It can be 
used for around-town and commu- 
ter transportation by those who 
like big car comfort, but it can also 
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do things that small, lightweight 
low-horsepower cars cannot do— 
things such as taking a large fam- 
ily on a vacation, pulling a boat, or 
passing with ease and safety on 
freeways when fully loaded. 

“To meet (then-DOT Secretary) 
Adams’ fleet goal (50 mpg by the 
1990s), that Ford LTD multiple 
utility vehicle would have to 
weigh in at 40 mpg at least,” 
Stockman told his audience, 
“which would be more than a 100 
percent improvement over its cur- 
rent level. In going from 17 to 40 
mpg, you save 80 barrels of fuel 
over the vehicle’s lifetime—which 
is where the economics of meeting 
the Secretary’s goal come into 
play. 

“Do you think Detroit could 
build a six-passenger, accessory 
equipped, highly reliable, low- 
polluting (including particulates) 
LTD-equivalent that could get 
100,000 miles of average life and 
tow 3,000 pounds as can today’s 
350 cubic-inch V-8 LTD, all for 
just $5,000 above the current price 
(a 50 percent premium)? If Detroit 
could perform that minor miracle, 
then we would have saved fuel at a 
cost of $63 per barrel—even on an 
undiscounted basis. 

“But if some of what I suspect is 
correct, we cannot get all of these 
necessary performance charac- 
teristics with either a diesel or a 
conventional fuel-injected 
gasoline engine. You’re going to 
have to get into the exotics—more 
theoretically efficient engines like 
gas turbines or the Stirling. And 
who knows, it might take a pre- 
mium of $10,000 to get one of 
those that starts, drives, acceler- 
ates, wears and pulls like our me- 
dian V-8 LTD. If the premium is 
$10,000, you’ve saved fuel at a cost 
of $130 per barrel, again on an un- 
discounted basis. 

‘Don’t let anyone slip out the 
back door by telling you that these 
advanced engines will be cheap to 
produce at 10 million copies per 
year. If they were, somebody 
would have been producing them 
long ago. And don’t let anyone tell 


you that passenger cars don’t have 
to pull loads, and that therefore 
you can build 2,200-pound full- 
sized sedans with hyped-up, small 
turbocharged engines. Sure you 
can. But you still have those bil- 
lions of passenger miles of towing 
to do, and that means many 
families will need two vehicles to 
do the job accomplished by one to- 
day. 

“Needless to say, buying two 
vehicles would be a lot more ex- 
pensive than buying one and their 
combined, weighted fuel economy 
would probably not come close to 
the 40-mpg target needed to 
achieve the Secretary’s 50-mpg 
overall goal. 

‘That brings me to the bottom 
line. Is it reasonable to even be 
talking about saving fuel at a cost 
of from $65 to $130 per barrel, or 
even more? I don’t think so... .” 

Stockman told automotive ex- 
ecutive he also sees no evidence 
that the lower 27.5-mpg standard 
is going to be cost effective unless 
it happens that the fuel prices go 
up to $2 or $3 per gallon. 

Yet, at a symposium at the Har- 
vard Business School just about a 
year ago, the Congressman made 
some remarks before the audience 
that are perhaps even more 
thought-provoking. 

He talked about emissions first, 
and noted that the original crite- 
ria document on oxidants, ‘‘is 
hardly a model of scientific rigor.”’ 
Certainly it is true, he said,“. . . 
that the PSD (Prevention of Signif- 
icant Deterioration) standard for 
Class 1 and Class 2 areas derived 
from that primary standard. . . 
has no valid scientific basis what- 
ever. 

“IT would suggest,”” Stockman 
said, ‘that since the tailpipe stan- 
dard was written before the oxi- 
dant criteria document was even 
formulated and before we knew 
very much about how oxidants 
form, it might be time to review 
the connection between the tail- 
pipe emission schedule insofar as 
it bears on the two contrib- 
utors—hydrocarbons and oxides of 
nitrogen—and the primary am- 
bient standard, whether revised or 
in its present form. I think this is 
especially necessary since, first, 
we are beginning to find that natu- 
ral sources—such as winter rain, 
peat bogs, underground oil field 
leakage and so forth—seem to con- 
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any states are preparing 

for their next legislative 

sessions. Now is an ideal 
time to stop and assess just 
where the dealer body stands 
and what protection is afforded 
across the country by the many 
state manufacturer/dealer 
licensing laws and other types 
of regulatory laws. 

Thirty-nine states have laws 
that regulate the relationship 
between automobile manufac- 
turers and their dealers. Thirty 
of these states have what would 
be referred to as licensing laws. 
The remaining nine have laws 
which declare the nature of this 
relationship and establishes 
guidelines for the self- 
enforcement of the relationship 
via the state judicial system. (A 
map is enclosed delineating the 
type of law existing in each 
state.) 

Although the laws vary in 
scope and in practice, their pri- 
mary function is regulation of 
the industry under the state’s 
police power to protect the pub- 
lic’s general welfare. A typical 
preamble to these laws states 
that: 

“The Legislature finds and 
declares that the distribution 
and sale of motor vehicles in 
this state vitally affects the 
general economy of the state 
and the public interest and the 
public welfare, and in the exer- 


cise of its police power, it is 
necessary to regulate and to 
license motor vehicle manufac- 
turers, distributors, new and 
used vehicle dealers, salesmen, 
and their representatives doing 
business in this state in order to 
prevent frauds, impositions 
and other abuses upon its citi- 
zens.” 

The key difference in the two 
types of laws is how they are 
administered. The licensing 
laws generally provide that the 
parties must apply for a license 
to do business in the state and 
establishes an administrative 
agency (new or existing) to en- 
force the provisions of the stat- 
ute. Many states have estab- 
lished separate motor vehicle 
dealer licensing boards as the 
primary administrative agency. 
The boards are often composed 
of industry representatives and, 
sometimes, consumers. Other 
states leave the responsibility 
to a commissioner of motor ve- 
hicles, possibly with an “advi- 
sory” dealer board. 

The nine states that do not 
delegate the administrative au- 
thority to an agency require that 
the parties affected are respon- 
sible for enforcement. In this 
case, the state law establishes 
guidelines to be used by the 
court in determining the rights 
of the parties. Therefore, these 
laws are sometimes referred to 
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“, . there appears to 
be virtually unanimous 
sentiment among 
dealers that the laws 
are beneficial to the 
industry.” 


as court-administered. 

Which type is preferred? 
There has been no study to de- 
termine if any one of these 
methods is more effective than 
another. In fact, one of the 
strong reasons for not proposing 
a uniform national law is the 
inability to meet everyone’s 
philosophy of business regula- 
tion and enforcement, and no- 
tions of the “free enterprise” 
system. This is not to say, how- 
ever, there are no advantages or 
disadvantages to the various al- 
ternatives. 

The first thing to be said is 
that there appears to be virtu- 
ally unanimous sentiment 
among dealers that the laws are 
beneficial to the industry. Be- 
yond that, one will find dis- 
agreement as to the impact of 
the laws. The threshold ques- 
tion of “law” or “no law” ap- 
pears decidedly in favor of the 
former. 

The effectiveness of any law 
will rest as much on the in- 
dividuals responsible for im- 
plementation as on the proce- 
dure itself. 

The licensing laws that estab- 
lish a board or commission of 
motor vehicle dealers have an 
advantage in one respect be- 
cause of the board members’ 
familiarity with dealer opera- 
tions and industry practices. 
This is not necessarily the case 
if a hearing is conducted with an 
administrative hearing officer 
or perhaps in the court system. 
In fact, horror stories have been 
told of termination hearings be- 
fore hearing officers unaware of 
the state law provisions and 
lacking any knowledge of 
common industry practices. 

Generally, the licensing laws 
provide for a right of appeal to a 
court of competent jurisdiction 
after the completion of an ad- 
ministrative hearing. This may 
either be a review of the admin- 
istrative decision or de novo, 
i.e., Starting all over again. 

For this reason, attorneys will 
often prefer the state law which 
is court-administered because 
there is less time wasted be- 
tween the accrual of the com- 
plaint and its resolution. How- 
ever, this assumes that all ad- 
ministrative hearings are ap- 
pealed to the courts. In practice, 
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exchange of the franchise to a 
qualified buyer. 

In addition to this laundry- 
list approach of unlawful acts, 
states have added specific 
clauses to deal with particular 
issues. These are sometimes 
placed in the unlawful acts sec- 
tion and many times they are 
listed separately. Even states 
with no regulatory law, per se, 
have sometimes passed laws 
covering a single issue of the 
manufacturer/dealer relation- 

ip. 

Px good example of this is 
New Jersey’s indemnification 
and warranty reimbursement 


law. 

These single issue clauses 
tend to reflect what are per- 
ceived to be the big issues of the 
day between manufacturer and 
dealer. Two of the most active 
legislative issues today in the 
state houses across the country 
are warranty reimbursement 
and dealer location clauses. 
Two others not far behind these 
are succession and transit dam- 
age disclosure. 

The following information 
will give an indication of where 
and how these issues are han- 
dled. It is worth noting that 
there is no rational demarcation 


between the licensing laws, the 
court-administered laws, and 
those states having neither as to 
how an issue is handled in the 
state. 

Warranty reimbursement. 
Seventeen states provide that 
the manufacturer shall not pay 
to its dealer a labor rate per hour 
for warranty work less than that 
charged by the dealer to its re- 
tail customer. These state are: 
Alabama; Arkansas; Georgia; 
Idaho; Louisiana (by regula- 
tion); Minnesota; Mississippi; 
Montana; New Hampshire; 
New Jersey; New Mexico; 
Rhode Island; Tennessee; 
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és o? Pay 


States Having 


Manufacturer/Dealer Licensing Laws 


Kansas 
Kentucky 
Louisiana 
Maryland 
Mississippi 
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Nebraska 
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West Virginia 


North Dakota 

Ohio 

Oregon 

District of Columbia 
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Texas; Vermont; Virginia; and 
Wisconsin. 

Of these states, Kentucky, 
New Jersey, Rhode Island, 
Texas, Vermont, and Virginia 
require the manufacturer to pay 
its dealers the retail rate for 
parts as well as labor for war- 
ranty work. (This provision for 
retail reimbursement on parts is 
currently being litigated in 
Rhode Island and Vermont.] 

California, Nevada, Oregon, 
and Utah provide that the labor 
rate per hour charged by the 
dealer to its retail customers is 


The key? of 
Fifteen years’ / 
experience in / 
providing 
General Motors ( 
Dealers the 
Total Lease 
Package. 


e FINANCE 
Uncomplicated 

e INSURANCE 
Complete 

e ADMINISTRATION 
Reliable 

e MANAGEMENT 
ASSISTANCE 
Comprehensive 

e SERVICE 

Knowledgeable 


Genway puts*™. 
the ease in ‘your 


—— program. 


CONTACT: BOB SCHULZE 
GENWAY CORPORATION 


500 N. MICHIGAN AVE. @ CHICAGO, IL 60611 
800/225-5137 


Serving General Motors Dealers for over 15 years. 


one factor to be considered, but 
that it must be weighed to- 
gether with other relevant 
criteria. West Virginia law re- 
quires a manufacturer to rea- 
sonably compensate a dealer for 
warranty work as agreed to by 
the manufacturer and dealer. If 
no agreement is reached, the 
circuit court determines the 
rate of warranty compensation. 

The following states provide 
that the manufacturer shall rea- 
sonably compensate any au- 
thorized dealer who performs 
warranty work to rectify the 
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manufacturer’s product or war- 
ranty defects: Arizona; Col- 
orado; Florida; Illinois; Indiana. 
Kansas; Maine; Maryland, 
Massachusetts; North Caro- 
lina; Ohio; Pennsylvania, 
South Carolina, Washington, 
and Wyoming. 

Some states cite factors to be 
used in determining what con- 
stitutes reasonable compensa- 
tion. Some of these factors are: 

1. The compensation being 
paid by other manufacturers to 
the dealers. 

2. The prevailing wage rate 
being paid by dealers. 

3. The prevailing labor rate 
being charged by dealers in the 
community in which the dealer 
is doing business. 

Dealer location clauses. This 
issue was specifically decided 
by the U.S. Supreme Court in 
New Motor Vehicle Board of 
California v. Orrin W. Fox Co. 
The laws prevent the manufac- 
turer from placing a new 
dealership of the same line 
make within an existing 
dealer’s ‘‘relevant market area”’ 
Some states, such as California, 
specifically establish a 10-mile 
radius as the dealer’s market 
area. 

Twenty-two states having 
these laws are: Arizona; 
California; Colorado; Florida, 
Georgia; Hawaii, Illinois, Iowa, 
Massachusetts; Nebraska, New 
Hampshire; New Mexico, 
North Carolina; Rhode Island, 
South Dakota; Tennessee, 
Utah; Vermont; Virginia, West 
Virginia; Wisconsin, and Wyo- 
ming. 

Successorship. Under com- 
mon law, the franchise is a per- 
sonal services contract and ex- 
pires with the death of the 
dealer. States can provide that 
the franchise pass to the heirs of 
the estate. 

Thirteen states require the 
manufacturer to honor the suc- 
cession to a dealership by a 
member of the family of a de- 
ceased or incapacitated dealer. 
They are: California; Georgia, 
Hawaii; Illinois; Indiana, Mon- 
tana; Nevada, North Carolina, 
Tennessee; Virginia, West ‘Vir- 
ginia; Wisconsin; and Wyo- 
ming. 

There have been no reported 
court tests for the successor 


provisions. However, it is likely 
that the succession must be to a 
person reasonably qualified to 
run the dealership. 

Transportation damage. The 
issue of vehicles damaged in 
transit and the status of dealer 
liability in light of state laws 
was discussed in depth in the 
September, 1979, issue of au- 
tomotive executive. 

Since that article, Iowa has 
joined Idaho, Kentucky, Wis- 
consin and Wyoming in passing 
legislation on the subject. The 
typical damage disclosure law 
requires the dealer to disclose to 
4 customer vehicle damage ex- 
ceeding $300 or 6 percent of the 
suggested retail price of the ve- 
hicle, whichever is less. Dam- 
age to items such as glass, tires 
and bumpers, when replaced by 
identical manufacturer’s origi- 
nal equipment, is often ex- 
cluded from this rule. 

The Iowa approach is slightly 
different in that it follows a 
$300 or 10 percent formula, in- 
cluding transportation costs, of 
the dealer's actual cost to make 
repairs on the vehicle before the 
initial sale. ora 

On all of these issues, it is 
important to note that the in- 
creased legislative activity ap- 

ears to encourage the man- 
ufacturers to make arrange- 
ments to deal with the prob- 
Jems internally rather than be 
forced to fight in the courts. 
This helps us to reiterate what 
was stated earlier—that senti- 
ment is strong for having these 
laws. , 

Is there an inconsistency on 
the part of the dealer body eXx- 
pressing strong interests 1n no- 
tions of “free enterprise” and 
opposition to government in- 
tervention in business while at 
the same time working for the 
passage of these state laws? Not 
really. Government power to 
regulate commerce, both state 
and federal, is firmly supported 
by the United States Constitu- 
tion and the many state con- 
stitutions. = 

The opposition to govern- 
ment regulation is loudest 
when and where the regulations 
do not solve the problems that 
are targeted, but these laws are 
not government regulation in 
the strict sense of the term. The 


state manufacturer/dealer 
licensing laws, although regu- 
latory in nature, are ideal be- 
cause it is still, in most in- 
stances, industry members who 
must act to enforce the laws. 
The laws are only as effective as 
the dealer body makes them. 
Activity in the state legisla- 
tures promises to remain strong 
on the issues discussed above, 
as well as on many additional 
issues that relate to the 
manufacturer/dealer relation- 
ship. Dealers must take an ac- 
tive interest in knowing what 
their state law does or does not 


provide, and in seeing that it is 
used as an effective tool. 

The National Automobile 
Dealers Association will do its 
part to assist the state associa- 
tions through its work on model 
clauses for manufacturer/dealer 
licensing laws and by providing 
research and other information 
on current legal issues. 

Working together, dealers in 
every state can help make these 
laws, regardless of the type, an 
important asset to the 
manufacturer/dealer relation- | 
ship and contribute to a better | 
automotive industry. ye 3 | 


CONSERVE ENERGY— 
SAVE MONEY YEAR ROUND! 
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Warm up in Winter 


AMS 


Introducing Carib’s powerful ceiling fans 


that pay for themselves the first season! 


eae ae | ay 


Lowers plant heating costs 30% by lowering 


trapped ceiling heat! 
Cool down in Summer 


Drops skin temperature as much as 7 degrees! 


Save all Year 


Carib ceiling fans pay for themselves in months 
and cost less to run than a 75 watt bulb! 


Palco International Corp. 
P.O. Box 2207, Boca Raton, Fla. 33432 
Telephone 305-395-5331 
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More than 200 exhibitors will be displaying their wares on the Superdome floor during Expo ’80. 


hen NADA added the 
first equipment exposi- 
tion to its annual con- 


vention back in 1948, the idea be- 
hind the showing was to display 
equipment and services that could 
assist car dealers to operate their 
stores in a more efficient and prof- 
itable manner. The purpose has 
remained unchanged over the 
years. 

With money and profits being 
squeezed by current economic 
conditions, Expo ’80 at the 
Louisiana Superdome in New Or- 
leans, February 9-12, should take 
on even more significance. The 
“right’’ piece of equipment or 
some needed program offered by 
exhibitors just might be the some- 
thing ‘‘extra” to help increase prof- 
its in many areas of dealership op- 


Equipment or services found at the 
1980 Exposition could mean a more 
efficient dealership operation and the 
difference between black and red in on 


your ledger. 


erations. 

At the exposition, dealers can 
take their time viewing exhibits 
and weighing products and ser- 
vices against one another as if they 
were in an automotive supermar- 
ket. Dealers can window shop for 
diagnostic equipment, sound sys- 
tems, F&I programs, car washes, 
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service contract programs ae? 
plethora of other items  — oye 
everyday operations run 
smoothly. oxi” 
Past statistics show apP* rye 
mately four out of evely © ce 
dealers attending the show, oo! 


- 


NADA 


New Orleans, 


February 1980 


Take off on Delta Air Lines. We're ready with 
nonstops to New Orleans from 15 major 
cities across the U.S. And with thru-jets 
from 17 more. 

For more comfort, take one of Delta’s 
Wide-Ridé Lockheed L-1011 TriStars. Or 
one of our 727s with the Wide-Ride cabins. 

We have thrifty Night Coach flights from 
many cities to New Orleans. And be sure to 
check into other low fares, including our 
round-trip Supreme Super Savers. 

For toll-free reservations, call Delta's 
Ready Line: 1-800-241-6760. (In Georgia call 
1-800-282-8536.) AD ELTA 


t . 
. Purchase during the coming 
ar, 


Expo ’80 display space is already 


Sold 


Out with more than 200 sepa- 
+ exhibitors reserving 96,330 
geare feet on the Superdome 
Or. So don’t miss this chance to 
vse and buy at NADA’s one- 
h Sp shopping center. You may not 
:° another opportunity such as 
is one until the convention of 
981. 
. The exposition will open at 8:30 
™., Saturday, February 9, and 
« l remain open until 2:30 p.m. 
N its initial day. Hours of opera- 
. during the remainder of the 
ovention will be: Sunday, Feb- 
Yary 10—11:30 a.m.-5 p.m.; 
Onday, February 11—9 a.m.-95 
P.m., and Tuesday, February 12, 9 
‘M.-noon. FE 


DELTA IS READY WHEN YOU ARE’ 
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A Helping Hand 
To Competition 


maybe that explains why a 
m Chevrolet-Honda dealer is 
pushing Chryslers. 

But Ron Tonkin, of Portland, 
Ore., wrote his “open letter to the 
public” (see page 00) and placed it 
in the Oregon Journal and the 
Portland Oregonian because he 
was upset with all the negative 
publicity Chrysler Corp. was get- 
ting. He wanted to set the record 
straight. 

“After all,” says Tonkin, “you 
don’t throw a drowning man an 
anchor. You throw him a life pre- 
server.” 

And Chrysler’s life in Portland 
does need preserving. Already, out 
of the seven Chrysler dealers in 
the Portland area, three have 
“drowned” (two have closed and 
one has switched to Dodge). Ad- 
ditionally, there were five Dodge 
dealers in Portland. Now, except 
for the Chrysler dealer who 
switched, there are none. Can the 
remaining dealers hang on? 

“Yes,’’ asserts Tonkin. ‘The 
majority of the dealers who went 
out of business didn’t have com- 
plete control of all their capital. 
When things get tough, an opera- 
tor sometimes takes the money 
out of escrow and runs. That af- 
fected those who were really try- 
ing to survive. I felt that maybe a 
competing dealer with no axe to 
grind should tell people, ‘Look, we 
want to sell you our product, but 
we're not going to sell everybody. 
And if we can’t sell you, take a 
look at what these guys have to of- 
fer. It’s a good deal,’ ” 

Happy as he is to see some of 
these dealers still making it, Ton- 
kin is not saddened at the depar- 
ture of some others. Every so of- 
ten, he says, the industry needs a 
‘‘good enema’’. Something like 
this can really shake things up and 


| it’s acrazy, mixed-up world and 


By Dave Conrad 


Why is a Chevy-Honda 
dealer pulling for 
Chrysler Corp. retailers 
in his area? Because he 
thinks its good for 
everybody concerned! 


“< A, N ; 
ARS »* Secor 


) a. eet 
eeee ARS <r 


Ron Tonkin 


weed out some of the marginal 
dealers and some who just aren’t 
dealer material. For this reason, 
Tonkin advocates factory stores 
rather than dealer-operator stores. 

Many who didn’t survive were 
young people—people who did not 
have the experience of running the 
whole business, but may have 
been responsible for only a de- 
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partment or two. Tonkin thinks 
some of them didn’t “read the 
signs’’ when Chrysler Corp. 
wasn’t able to offer all the prod- 
ucts in the quantities needed. 
When they needed more com- 
pacts, they got luxury cars. 

Tonkin feels the type of person 
who survives this sort of thing is a 
master technician at operating and 
directing all phases of his busi- 
ness. ‘‘He is somebody who is 
expense-control oriented, who re- 
alizes that he must take more dol- 
lars in than he is allowing to be 
spent and is quick to react to 
change. He is able to control his 
used car inventory. And he has a 
lot of experience. 

“Some of the dealers were jl]- 
prepared and, consequently, the 
best thing they could do was walk 
away from it. But I revel in it (the 
auto retail business). I think it’s a 
challenge. I think most people 
who are capable can sharpen up 
themselves and their stores and 
can trim off a lot of the ‘fat’. It 
takes a lot of guts to run this busi- 
ness when things get tough.” 

Some of the Chrysler dealers ex- 
perienced a dramatic turnaround 
in August and September because 
of the rebates. The loyal dealers 
who had stuck it out had learned a 
lesson: good things come to those 
who wait. 

‘Chrysler Corp. has to learn a 
lesson in this, too,’”’ adds Tonkin. 
“Chrysler has been guilty in the 
past of maybe not giving the 
amount of consideration to those 
dealers that they should have. If 
you don’t let the dealer have a lit- 
tle cream off the top of the milk, 
he’s never going to really build up 
the solid financial base a dealer 
needs to withstand these re- 
cessionary periods that we know 
we're going to face in the market. 
If Chrysler bounces back, jt 


NS 


If We Can’t Sell You A 
CHEVROLET or HONDA 
buy a CHRYSLER! 


Sure, I’d rather sell you one of our new Chev- 
rolets or Hondas and I’m sure my brother Marv 
would rather sell you one of his new Fords, that’s 
what our business is all about— 


But competition is good for us, good for the in- 
dustry, good for the Country and good for you, 
the consumer. 


Besides, we'd all have to try to get used to saying 
“the big two’ instead of “the big three’ and 
that’s no fun. 


Chrysler is offering you, the consumer, a good 
deal with a $400 rebate, and they aren't looking 
for help from me to tell you about it, but itis a 
good deal. 


So we'll continue to do the best we can for you 
when you come in to see our new Chevrolets and 
Hondas—but if we don't do our job well enough 
to merit your business, then think about a 
Chrysler product. 


Sincerely, 


Ken Inhin 


RON TONKIN CHEVROLET-HONDA 
122 NE 122nd Ave 
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“They (Chrysler) 
belong in the 
industry and 
they’re giving a 


good deal... . 


What’s the matter 
with that? Why not 
tell somebody? 


shouldn’t add any more dealers. It 
should let the existing dealers get 
some meat on their bones. These 
guys are heroes. The dealer body is 
the most important thing any fac- 
tory has. I don’t care how great the 
car is, they couldn’t sell it without 
a dealer.” 

Tonkin’s had very good civic re- 
sponse from the letter. He’s re- 
ceived letters from people who are 
not necessarily his customers nor 
are they Chrysler customers. So, 
obviously, he doesn’t think he’s 
hurt his own business, but at the 
same time, he’s given Chrysler a 
helping hand. 

‘“They’re good poeple,” he says. 
“They belong in the industry and 
they’re giving you a good deal—a 
$400 rebate after you make the 
best deal you can. What’s the mat- 
ter with that? Why not tell some- 
body?” 

He’s had some calls and com- 
ments from Chrysler Corp. dealers 
who were really appreciative, as 
was the factory. But some of his 
closest friends in the business 
have chosen not to make any 
comment. Nobody from either the 
Portland or Oregon Dealers As- 
sociations has bothered to make a 
comment although there’s been 
talk among the dealers. 

The former executive director of 
the Portland and Oregon Dealer 
Associations (a man Tonkin re- 
spects tremendously) did call him, 
though, to say he thought it was a 
marvelous thing. He was very 
laudatory. 

“T didn’t realize it was going to 
snowball as it did,” claims Ton- 
kin. “I’ve been interviewed by 
NBC News, Mutual News and 
UPI. People from all over the 
country have called, but I’m not 
looking for that. My market is 
Portland, Ore. I just felt that it 
might do some good in our local 
community. Fortunately, I 
haven’t had any flak at all from 
either Chevrolet or Honda.” 

This Portland dealer was born 
and raised in the automobile busi- 
ness. He’s good at what he does 
and is confident of his ability. 

“T may be a total failure in any- 
thing else, but I love this business 
and I feel I’ll always be success- 
ful in it. You have to have 
confidence whether you’re a 
ballplayer or a businessman,” he 
says. 
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“In the morning, if you pees i 
the guy you’re shaving and ie +t 
him it’s going to be a ad ye 
will be a bad day. I wee tuva 
going to go out and have 4 : be 2 
day today,’ and it’s going 

ood day. oF 
: a have confidence in out abi , 
to operate in any KIM" “ihe 
market,’’ he continues, aa 
tougher, the better. If it’s 4 : are 
market, it’s just going t? pS 
us that much better for t | 
and we'll get more than OU "et 
when it becomes an easy ™4 the 
We look at the bottom line 
same as the manufacturers rok 
We're profit-oriented and on 
its are very enti 
than they’ve ever been.” F 

He’s eek a Chevrolet dea 
since 1960 and was the first a 
mobile dealer signed to 4 7 the 
franchise. When they sigh" 59 
original 60, there were ve 
motorcycle dealers and him. dea 
snickers that surrounded the d by 
then have since been replac¢ 
smiles of admiration. more 

His dealership has bee? © aay 
and more profitable evety 6 
since 1960. In 1977, it tripled “4 ig 
In 1978, it doubled 1977. Atozg, 
1979, it will probably double out’ 
Through July, it had already vs 
profitted 1978. Next yeat oad 
super to Tonkin, too. He’s ? 
for the ’80s. iy} be 

Tonkin thinks the ’80s W*" 4. 
both profitable and very, Vie 
citing because the autom” |. 4 
dealer will probably be 
with a multitude of new P? 
lines or innovations. _¢ awit 

“T think we'll be dealin& | ve 
diesels, for sure, electrics 4? 435) 
might even see some turbine ¥: he 
solar energy cars and—™47 
somewhere down the road—® 4 
sort of nuclear energy,” he S475 

In conclusion, Tonkin state ch 
philosophy—a philosophy al 
he thinks can make not "00 
Chrysler, but the entire indu 
prosperous: ‘ge 

‘I’m just an optimist,” he i 
ures. “I just have confidenc® * oh 
every day we’re going to do out Ne 
and do it a little bit better tha” 
did the day before. 

“It’s easy to be a pessimist: | 
you have to do is read the PF is 
But people are buying cars. A gpt 
business out there and we Wg 


it 4) 


Almost universally, the NADA Convention and 
Exposition is considered to be a focal point of 
the years activities. Accordingly, manufacturers, 
distributors, and sales personnel alike spend 
Nour upon hour and dollar upon dollar determin- 
ing the best methods for reaching the thousands 
Of dealers and managers who attend the Con- 
vention. 

Then: a method must be found which insures 
that this message is communicated to them. 

Make sure that your message reaches these 
buyers. Make sure that the dealers have an 
Opportunity to know you and your product thor- 
Oughly; well in advance of the show. 

_ Intoday’s market every competitor 
is looking for any possible advan- 
tage in marketing their product. Uti- 


8400 Westpark Drive, McLean 


lize the pages of Automotive Executive in the next 
few months to gain this advantage! Complement 
the work and creativity which is being expended 
to make your booth and message “an event to 
remember’ by investing in AE. 

Beginning with the October issue, AE will focus 
on the Convention events in each succeeding 
issue and will culminate in February with the 
“Convention Issue.” Take advantage of this op- 
portunity to place your message in front of the 
dealer and his managers while they are thinking 
about the Convention. 

The investment is minimal; yet the rewards 
and benefits that will accrue are 
tremendous. Contact AE today with 
your commitment to utilize this ad- 
vantage to it’s fullest extent. 


, Virginia 22102 (703) 821-7160 


Shure shop furniture says a lot about you to your customers. Quality—pride 
—style—they show in the clean, contemporary, functional look of 


Shure furniture. And there’s a big line to choose from—at a wide range of 
prices. Why look dull and ordinary when you can show that Shure touch of class? 


Write for more information or send your order to Shure Manufacturing Corporation, 
1601 South Hanley Road, St. Louis, Missouri 63144 


WHEREVER YOUR CUSTOMERS LOOK 


SHOW THEM THAT 
SHURE TOUCH OF CLASS. 
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“ Home Battery Charger can 
harge 6 and 12 volt batteries on 
“rdinary household power. Ac- 
ually two chargers in one, auto- 
Matic mode is used for unat- 
tended, long-term charging and 
Manual mode is for high-rate, fast 
Charging. The charger can be used 
a any size motor vehicle. Weigh- 
ye only nine pounds, it meets 
|U.L., ANSI and OSHA specifica- 
tions. Manufacturer: Solar, Div. of 
Century Mfg. Co., 9235 Penn Ave. 
| South, Minneapolis, Minn. 55431. 


Poolvans are customized vans that 
are specially designed to transport 
48 many as 12 people in quiet com- 
Ort and dignity. Passengers enter 
and exit through wide side panel 
Sors. Poolvans are available in 
Standard GM, Ford and Dodge 
Models with optional seating ar- 
tangements. Ideal for transporting 
Customers to work when they 
€ave a car to be serviced. Figure 
about 15 mpg and a total cost that 
Starts at about $9,000 for the fin- 
ished van. Manufacturer: Rodco 

€rmont, Inc., South Pleasant St., 
Randolph, Vt. 05060. 


The Computer II is an engine test 
system. Microprocessor-directed, 
it performs extensive area and 
pinpoint tests in a simplified, 
three-step test program including 
cranking/static tests, running tests 
and cylinder analysis. Updated 
test results are displayed digitally 
on a CRT screen. The Computer Il 
can freeze the test data, or store 
and recall it. An infra-red emis- 
sions analysis unit monitors HC 
and CO levels for fuel-efficient en- 
gine tuning. The Computer II 
applies to all conventional and 
electronic ignition systems, fuel 
injection systems, rotary engines 
and piston engines up to 12 cylin- 
ders. Manufacturer: Sun Electric 
Corp., One Sun Parkway, Crystal 
Lake, Ill. 60014. 


Panaflex Sign Faces are flexible as 
wellas crack and shatter-resistant. 
Reports document that they will 
not blow out even when hit by 100 
m.p.h. winds. They will also resist 
vandalism damage. Any puncture 
will not propogate. In most cases, 
they can be used in existing sign 
cabinets and their ability to pro- 
duce clear, crisp and bright color 
reproductions create attractive 
easy-to-read identification signs. 
Manufacturer: 3M National, Elec- 
trical Sign Products Dept., 3100 
Hirsch St., Melrose Park, Ill. 
60160. 


More Showcase on Page 60 
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“Button-On” is a cantilever rack 
with adjustable arms. Arms are 
available in either 12- or 16-inch 
length, level or inclined, and 1,000 
lb. capacity. Manufacturer: Jarke 
Corp., 6333 W. Howard St., Niles, 
Ill. 60648. 


“Tape-Tight” is a tape made with 
chemically inert Teflon™ which 
provides an effective seal on all 
types of pipe fittings, eliminating 
the need for liquid or paste seal- 
ants. It can be safely used with 
any substance including volatile 
fluids such as gasoline. Manufac- 
turer: Fel-Pro, Inc., 7450 N. 
McCormick Blvd., Box C 1103, 
Skokie, Ill. 60076. 


The 1980 Eldorado Top Package 
features a padded vinyl half 100 
with brushed stainless ste¢ 
applique and a newly designe 
rectangle quarter window to com 
tour with body lines usit& 
polished mouldings. The finishing 
touches include opera lights a2 
the Cadillac wreath and crest. T° 
further that distinctive look, 4 
the classic spare, grille and dec 
straps. Manufacturer: E& 
Classics, Inc., 8909 McGaw Court, 
Columbia, Md. 21045. 


The FRB-400 is an ultra-compact, 
wrap-around car wash unit that 
puts four brushes in only 14 feet. 
Despite its size, it can handle even 
the highest volume requirements 
as well as any size car, van or small 
truck. Durable because of the 
unique Flex-A-Round design that 
forces the brushes to conform to 
the contours of each vehicle yet al- 
lows them to harmlessly bounce 
away if they are struck by a sharp 
blow, the unit is inexpensive, de- 
pendable and easy to service. 
Manufacturer: N/S Car Wash En- 
terprises, P.O. Box 933, Sharon, Pa. 


A variable flow air gun allows the 
user to adjust the volume of aif 
pushing the thumb control buttoP 
forward. It is made of chrom 
plated die cast zinc for light we18 d 
and strength. A wire finger gua? 
makes handling easy, and the 
tegral nozzle meets OSHA % 
quirements. Manufacture! 
Shrader Automotive Product® 
2000 Richard Jones Rd., Nashville, 
Tenn. 37215. 


Six needle-inserted, tire repair 
products cover every need. They 
include: Extra-strong, self-vulcan- 
izing ‘“‘Hercules’”’ and chemical- 
ly-vulcanizing “Hercules HD” in- 
serts for bias-belted and steel-belt- 
ed tires; and chemically-vulcaniz- 
ing ‘‘Chem-O-Plugs”’ for bias- 
belted, steel-belted and off-road 
tires. All are made of natural rub- 
ber compounds, and are reinforced 
with Herculon nylon cord. Man- 
ufacturer: The Monkey Grip Co., 
P.O. Box 226170, Dallas, Tex. 
75266. 
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’ The space 
‘8€ of batteries 
piere. And Delco 
"my launched it. 
R t was Delco 
ey technological 
ardry that developed the first truly 
aintenance-free battery. A battery that 
sually has a sealed top. A battery that 
haven needs water added because it 
a8 a lifetime supply of electrolyte. The 
'eedom Paice 
; And it was Delco Remy that came 
\. first with a heavy-duty maintenance-free 
tltery for trucks and buses. And the 
"st maintenance-free cycling battery. 
Today, Delco Remy has a line o 
'eedom batteries for most subcompact 
thi? the mighty diesels...and every- 
yng in between. If it rolls, chances are 
€lco Remy has the Freedom to power it. 
Delco Freedom battery. 
, The maintenance-free battery that 
farted it all. Comes with either side 
_ninals or top posts to fit nearly every 
Ind of car or light truck. 
Delco 1200. . 
Packed with big reserve cranking 


Freedom of 
choice. 


force. An all-round 
workhorse for both 
trucks and buses. 
Tough, reinforced plastic 
case and center lug 
straps help to minimize 
vibration damage. 


The Delco High-Power 1110. 

Impressive cold-weather startin 
power. Perfect for northern truck an 
bus fleets. Designed to resist vibration, 
shock, overcharge and grueling thermal 
runaway. 

The Delco High-Cycle series... 
1071, 1150 and 1059. 

Standby voltage for long periods of 
idling and special power drains like air 
conditioning. Ideal for pickup trucks, 
delivery vans, rec vehicles, buses, emer- 
gency vehicles and commercial car fleets. 

hen you order batteries, specify 
the truly maintenance-free batteries 
that’ll give your vehicles a “head start?’ 
The Freedom batteries from Delco Remy. 
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